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OU know them. They live in your town. Their prospects are brighter 
Y now, but the experience they have been through has left its mark in a way 
they may not suspect—tuberculosis and other dread diseases are always ‘around 
the corner” for people who undergo hardship. 


» » «++ Help your local charities to protect those who can not afford to protect 
themselves. Help your local tuberculosis association to provide the free clinics, 
X-rays, nursing service, education and other activities which have gone so far to 
prevent the spread of the disease. Contribute to your local hospitals, milk sta- 
tions and other institutions which are helping so heroically to make this country 
a better and more healthful place to live in. And like “the bread cast upon the 
waters” your gifts will return 100-fold to benefit you, your children and the 
generations yet unborn. 
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In Coming 
Issues: 


IN NEXT week’s issue, Mr. Louis 

Guenther, publisher of Tue Finan- 
Wor will discuss the outstanding 
factors of the present situation and will 
interpret their effect and importance 
upon conditions which are likely to de- 
velop during the coming months. Not 
only will this analysis treat with the 
field of securities, but the problems faced 
by general business will be thoroughly 
covered. The article, therefore, will be 
of particular interest and importance to 
business men as well as investors, 


ECOGNIZING the fact that the 

busy man has insufficient time to 
wade through the numerous detailed and 
lengthy “sound money” and “commod- 
ity dollar” discussions now appearing, 
Tue FinanctraL Worwp has arranged 
with an outstanding exponent of each 
side of the question to present his. views 
in a single article. Dr. H. Parker Willis, 
internationally known financial author- 
ity and a framer of the Federal Reserve 
Act, has explained why, as a practical 
economist, he feels that currency tinker- 
ing will not have the price results ex- 
pected. Mr. James M. Rand, chairman 
of the Committee for the Nation, out- 
lines some of the monetary objectives of 
that widely known organization which 
has apparently had a more than passing 
influence in changing the ideas of at 
least a part of the country. These 
highly valuable articles will appear in 


early issues. 


FEATURE of next week’s Annual 

Review Number is a two-page sta- 
tistical tabulation covering important 
data on the country’s leading industries, 
augmented by a concise discussion of the 
prospects of each of the lines treated. 
By means of this treatment the reader 
is able to obtain an accurate and com- 
prehensive picture of conditions without 
the necessity of going through page after 
page of text matter. This compilation 
will make a valuable reference for use 
during the greater part of the coming 
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make 1934 


HAT have you done— 

what are you doing—to 
establish your investments on a solid foundation 
that will insure your participation in the economic 
recovery and business expansion of the new year 
upon which we have entered? Now is the time to 
take definite action, for enough is determinable re- 
garding the nearby future to justify a decision as 
to which of your pet stocks and bonds should be 
held, which would better be disposed of without 
further ado—and what issues should be added to 
your portfolio. 


The investment outlook is always a mixed one 
in even the most prosperous eras and that is why 
the average investor—who must devote the major 
part of his time and thought to his active business 
interests—runs the risk of interpreting sporadic 
speculative movements as indications of the longer 
term trend. 


Your Own Investment Laboratory 


To serve those investors who cannot give their 
full time and attention to the study of current 
investment data and their interpretation in terms 
of security dollars-value, the Financial World 
Research Bureau is available. It is your invest- 
ment laboratory. Investors whose portfolios are 
registered with us for direct, personal supervision 


your year of 
investment recovery 


are guided in a program prepared especially for 
them. Portfolios existing at the time the investor 
enrolls are analyzed and after a thorough consid- 
eration of every factor in the client’s individual 
situation we suggest the exact revisions necessary. 
From time to time thereafter, as conditions dictate, 
the portfolio is adjusted to the constantly shifting 
outlook. There are no group advices, nor any gen- 
eralized printed circulars. Every recommendation 
is a special, individual suggestion, fitting into your 
program, and designed to maintain your portfolio 
in proper balance. You retain your securities in 
your own possession. Our position is strictly that 
of investment counsel. 


Enroll Now for Personal Supervision 


Enroll now as a client of the Research Bureau and 
let us guide you in building up or recovering your 
capital and in increasing or regaining your income. 
You will find the procedure simple, for it has been 
perfected by years of concentration on the problem 
of investor-guidance. You merely register with us 
the complete list of your securities with their cost, 
provide us with all the necessary data regarding 
your resources, requirements and objectives, and 
then follow the direct, positive recommendations 
as they come to you. The cost is moderate— 
$100 for a full year of supervision; and there 
are no “extras,” 


fizz FINANCIAL WORLD RESEARCH BUREAU 


For complete information clip and mail the coupon printed below—or write a letter if you prefer. 


Taxa FINANCIAL WORLD RESEARCH BUREAU 
$3 Park Place, New York, N. Y. 


1-3-34 


Please send me your pamphlet that explains (without obligation to me) how your personal supervisory 


service would assist me to adopt a progressive investment program. 


I enclose a list of my investments 


(showing the number of shares and their original cost) to guide you in telling me just how The Financial 
World Research Bureau will help me to build up my capital and increase my income, 
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The 
Market Situation 


@qHIGHLIGHTS P 


Tax selling prominent in late market 

sessions — Old year ends with optimism 

prevalent — Business prospects during 

coming months favorable — Congress not 

expected to have adverse effect on general 

situation — Further bond price recovery 
favorable omen 


EANINGLESS price fluctuations characterized 

stock trading operations during most of the last 

week of the old year, as considerable tax selling 
and switching occurred in order to get transactions on 
the 1933 books. The method of the usual seller for 
tax purposes is not to await the expiration of the legis- 
lative 30 days before reacquiring holdings thus dis- 
posed of, but immediately to switch into some issue 
of character and standing comparable with that just 
sold. The inevitable result is much backing and filling 
among the numerous stock issues, with groups that 
have not done so well during most of the year bearing 
the brunt of the pressure. This year, final week opera- 
tions also came under the influence of the impending 
Congressional session (which is convening in January 
instead of March or December as was the rule prior 
to enactment of the lame duck amendment) which 
holds such a wide range of possibilities from the stand- 
point of its effect on business and the markets. 


CURRENT developments and indications for the 

future are such as to inspire confidence in the gen- 
eral business situation, and as a factor of influence on 
stock prices the industrial picture can be put down 
as a bull point. Numerous times during the months 
ahead trends and discussions in Congress will doubt- 
less exert more or less temporary influences on the 
markets. In all probability debate will be heard on 
inflation of the currency, changes in the tax laws are 
scheduled for early consideration, holding companies 
(particularly in the utility field) will be subject to 
attack, the Securities Act will doubtless be brought up 
for revision, and here and there some attempt will 
be made to change tariff schedules. 


CONTINUATION of business revival is politically 

(as well as personally) very important to President 
Roosevelt, and this fact is important to business itself. 
The composition of the Congress is such that there is 
little doubt of the President’s ability to exercise needed 
control over that body, preventing by veto or other- 
wise the passage of legislation that might upset the 
business applecart. The Administration is well aware 
that the country cannot indefinitely go on spending 
vast. sums for relief of the citizens and the numerous 
individual industries, and the sooner that trade and 
industry are allowed to regain their feet the sooner 
such expenditures can be eliminated and the budget 
balanced in earnest. Thus, indications are that al- 
though much oratory of a disturbing nature may come 
out of Congress before adjournment, little in the way of 
anything actually inimical to business improvement is 
really in prospect. The President’s message to Con- 
gress this week will be read with the greatest of pub- 
lic interest, and the opinion is ventured that its con- 
tents will be more satisfactory than otherwise to the 
business community. 


CAREFUL survey of the general economic and 

business situation at the year-end leads to the con- 
clusion that maintenance of a favorable attitude 
toward good securities is fully warranted. Stocks 
promise to come under the influence of rising indus- 
trial activity and corporate earnings in the months 
ahead, a much sounder consideration than that of 
monetary inflation. Absence of emphasis on the latter 
has permitted bond prices to resume the vigorous 
recovery that set in last November, a trend that could 
go considerably further before prices and yields could 
be regarded as normal. Representation in sound stocks 
and selected bonds is the indicated policy for investors. 
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The Week of December 20 to 27: The trend of the Stock 
Average was moderately irregular with both the Number of Issues 
Trad and the Volume of les shrinking on the declines and 
expanding on the advances. Brokers’ Loans were slightly changed 
from the previous week. 
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The Trend 
Things 


Digest and inter pretation 
of business and financial 
developments 


Contrary to its usual performance, busi- 
néss in general ended the year in an up 
trend that was quite general throughout 
the numerous fields of activity. Here and 
there the closing week or so brought 
declines, but such recessions were prepon- 
derantly smaller than seasonal. Business mortalities again 
declined in the latest week, the 250 total comparing with 
308 only two weeks previously and with 525 a year ago, 
clearly indicating that the less strongly intrenched business 
units are encountering less difficulty in surmounting the 
usual year-end obstacles. Authorities differ concerning just 
what happened in the steel industry, but on the basis of 
any of the figures it is seen that the normal sharp end-of-the- 
year decline in operations was absent in 1933. The move- 
ment of goods as measured by freight car loadings continues 
to perform in a highly satisfactory manner, as does electric 
power output. All in all, the old year ended on a very 
cheerful note, furnishing an encouraging augury for 1934. 


Business Ends 
Year in 


Up Trend 


The so-called “Tugwell” food and drug 
bill which has been drawn up for presenta- 


Ch tion to the incoming session of Congress, 
oneueed the potential harmful effects of which 
Dimmer were pointed out in Tue Financran 


of November 8, seems to be in for some 
tough legislative sledding in its present form. Current reports 
are to the effect that the bill is being rewritten to eliminate 
some of its more objectionable features, while some members 
of Congress feel that they should go no further than to amend 
the present law. Low prices and high yields on proprietary 
medicine shares reflect the existence of this legislative threat 
to profits, with the return from an issue such as Lambert 
at last week’s levels exceeding 25 per cent and with numerous 
other issues selling for only a point or so above their lows. 
Virtually everyone is in accord with the purported objects 
of the bill, but its proposed methods of administration could 
easily have an extremely serious effect upon legitimately con- 
ducted companies and their honestly advertised products. 
While the prospects for actual passage of the present proposal 
appear to be dimming, nevertheless until the matter is defi- 
nitely disposed of there seems little incentive for representa- 
tion in the shares of most members of the drug group. 


For the first month since April, railroad 


Rail gross revenues and net operating income for 
Farni last October fell below the level of the cor- 
mgs responding month of 1932. Although 

ain 


actual traffic for the month was higher than 
a year ago, elimination of the emergency 
surcharges at the end of September more than offset the 
gain. Reports now coming to hand for November, how- 
ever, indicate that the October performance was reversed, 
with gross and net again ahead of 1932 figures despite the 
fact that the surcharges were in effect November a year ago. 
Results for all Class I roads for the first eleven months of 
this year are, of course, still quite incomplete, but for the 
ten months ended October gross declined about 114 per cent 
from that of the same period of 1933, this small change being 
translated into an increase of 52.8 per cent in net operating 
income. Present indications are that the year as a whole 
will show gross little changed from 1932 figures, with net up 
about 50 per cent. 

Of course, numerous individual roads still face financial 
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uncertainty because of heavy bond maturities in coming 
months, but only last week assurances came from Wash- 
ington that -the Government expects to continue to aid the 
rails in meeting their refinancing problems. 

Indications are by no means lacking of the leanings of the 
present Administration toward socialistic policies, and ob- 
servers are numerous who will predict that government owner- 
ship and operation of the country’s transportation system are 
in sight. But in this connection it is pertinent to recall a 
passage in Franklin D. Roosevelt’s book “Looking Forward” 
as follows: “When you put money in the bank or buy an 
insurance premium you are automatically buying an interest 
in the railroads . . . The maintenance of their standard of 
living is a vital concern of the national government.” Thus 
it would seem that the individual investor in railroad securi- 
ties has nothing to fear in the nature of government con- 
fiscation or other undue Federal interference. 


To regard “business without profits” as 
an objective of the Administration, as has 


— anit been hinted at by some of the more radical 
rofits members of the brain trust, seems highly 
Ahead inconsistent with the indicated need for 


substantial Federal income over the coming 
year or so. With all its vaunted virtues as an income pro- 
ducer, neither repeal nor any other source of taxation likely of 
enactment could take the place of the income taxes as a 
method of obtaining the revenues that are so highly essential 
to the furtherance of Administration policies. The place of 
the corporation in the tax scheme of things is so highly im- 
portant that corporate profits can be subordinated only 
temporarily, as in the case of some phases of the NRA. 

The Government's 1931-82 fiscal year révenues from in- 
ternal revenue taxes amounted to about $1.5 billion, of which 
$1 billion came from the income taxes. Of the latter amount, 
some $629 millions, or more than 60 per cent, were collected 
from corporations. During the five years ended with 1929 
corporations contributed approximately the same proportion 
of total income tax collections. Thus to take any steps that 
would unduly restrict corporation earnings would have the 
inevitable effect of seriously curtailing the Government’s 
receipts from this highly important source. To argue that 
to distribute in the form of wages what normally would 
be corporate earnings, would increase the individual incomes 
subject to taxation and that thus no revenues would be lost to 
the Government, overlooks the consideration that the income 
tax laws would have to be materially changed in order to 
reach down to the wage brackets, and that such a change 
would be well nigh impossible to bring about in view of 
the reluctance of the average Congressman to do anything 
that might touch the “little fellow.” 
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THE CoMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffle, Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years in 1925-1928 is uséd as the base. 
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What the Federal Securities Act 
Has Brought the Investor..... 


The Securities Act was 
_ enacted on May 27th of 
last year. Has it furnished 
the “new” protection for in- 
vestors and brought back 
public confidence since it 


became law? 


Senator Fletcher, chairman of the 

Senate Banking and Currency 
Committee, in speaking of the Securi- 
ties Act of 1933, to the effect that: 
“It (the Act) has protected the public 
from wildcat issues but has not slowed 
the issuance of sound securities.” In 
commenting on the workings of the 
Act, Mr. J. M. Landis, one of the 
authors of the bill and a member of 
the Federal Trade Commission, stated: 
“Because of the administrative powers 
possessed and exercised by the Com- 
mission under the Securities Act, it 
would be no exaggeration to say that 
issues of worthless stocks aggregating 
hundreds of millions of dollars have 
been kept off the public market.” 


Peers dispatches recently quoted 


What Is a Sound Security? 


Although there are _ considerable 
grounds for argument as to just what 
constitutes a sound security, the gen- 
erally accepted opinion requires that 
for an issue to qualify for conservative 
investment purposes, the company 
should have a record of proven achieve- 
ment, and the prospects for future 
growth should be sufficiently promising 
to offer reasonable possibilities of 
a return on invested capital either in 
the form of income, or capital appre- 
ciation, or a combination of the two. 
Despite the fact that the Federal Trade 
Commission is not specifically granted 
the powers to determine the soundness 
of any particular issue, and apparently 
does not wish to assume such respon- 
sibilities, the supposition has been 
created that there has been an im- 
provement in the quality of the issues 
offered since July 27 of last year, 


JANUARY 3, 


1934 


when the more important provisions of 
the Act went into effect. This conten- 
tion is not supported by a study of the 
available facts, 

According to the Commercial & 
Financial Chronicle, flotations of com- 
mon stocks, for the four months begin- 
ning with August 1 of last year, 
totalled $28.7 millions, not including 
investment trust issues. Of this total, 
$26 millions were common stocks sold 
by 44 brewing and distilling companies. 
The remaining issues of common stocks 
consisted of: two iron and steel issues, 
one aircraft, two go)’ mining stocks, 
one oil stock and the stock of a com- 
pany which intends to produce and 
sell a money-changing machine. There 
were ten preferred stock issues in the 
four months period, aggregating $3.7 
millions. All of these were issues of 
brewing and _ distilling companies. 
There was but one issue of notes, that 
of a barrel and body corporation total- 
ling $75,000 with an August 14, 1934, 
maturity date. Refunding issues totalled 
$17.8 millions. No new long term bond 
issues were floated and there was not 
one issue of financing by any major 
corporation in the period studied. 
There were practically no issues, with 
one or two possible exceptions, which 
most analysts would regard as qualify- 
ing for conservative investment pur- 
poses. Although the stagnant condi- 
tion of the capital market can be at- 
tributed in part to other reasons, 
(specifically the uncertainties which 
the monetary policies of the Adminis- 
tration have created), the Securities 
Act must be held responsible in a 
large measure. 


The High Cost of Financing 


One source has analyzed figures on 
the new securities on which registra- 
tion became effective in October and 
November and found that the sale of 
$114.7 millions of new securities would 
net the issuing companies only $95.3 
millions. Thus, the cost of obtaining 
the capital amounted to more than $19 
millions, or over 16 per cent of the 
total offering price. Singling out the 
brewing and liquor industries, gross 
proceeds of $25.5 millions included over 
$9 millions comiaissions and selling 
expenses, amounting to more than 35 
per cent of the offering price. 

In commenting on the fact that so 
many brewing, distilling and mining 


issues were registered with the Federal 
Trade Commission in recent months, 


Mr. Landis explains that: “The past 
few months have seen a market par- 
ticularly adapted to the flotation of 
speculative issues such as these stocks.” 
The condition of the markets notwith- 
standing, the fact remains almost none 
of the issues floated were of seasoned 
quality. The legalization of 3.2 per 
cent beer and wine, and the anticipated 
repeal of the Eighteenth Amendment 
naturally brought forth many stocks of 
new or reorganized brewing and dis- 
tilling companies. So many problems 
confronted these companies when these 
stocks were offered for sale, however, 
and a majority of these problems still 
remained to be solved, that the junior 
securities are in an extremely uncertain 
position and are obviously unsuitable 
for general investment purposes. How- 
ever, it appears to the Commissioner 
that since these issues have been classi- 
fied as speculations, the public is suffi- 
ciently forewarned. 


An Additional Problem 


The workings of the Act have 
created an additional problem. Prac- 
tically everyone is in complete accord 
with the requirements of full publicity 
on all new issues. But the Act has 
completely changed the former buyer- 
seller relationship, in thut a presump- 
tive liability has been created which 
attaches to all issuers of securities. 
There is a risk inherent in all invest- 
ments and the public should not be led 
to believe that Federal legislation can 
actually eliminate this risk. The Se- 
curities Act grants to the public the 
right to recover losses if the registra- 
tion statement contains a misstatement 
or if any material fact has _ been 
omitted. The registration statements 
are quite lengthy, even in the case of 
the small, new enterprises which have 
been recently floated. If one of the 
major corporations should undertake 
any financing, and should furnish all 
the detailed information believed neces- 
sary under the provisions of the Act, 
the complete registration would doubt- 
less reach formidable proportions. Pre- 
sented with all the detailed exhibits 
and technical information, will the in- 
vestor make the effort necessary for a 
complete understanding of the security 
which he is asked to purchase, or will 
he devote less thought and attention 
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since he has been led to believe that in 
the event that he suffers losses in the. 
value of his purchase, he will have 
redress in the courts? And does he 
not think that the acceptance of an 
issue by the Federal Trade Commis- 
sion for registration implies that that 
issue has a certain merit? In other 
words, there is implied the question, 
why should the individual be unduly 
vigilant? 

There are other objections to the 
Securities Act, most of them occasioned 
by the ambiguous wording of many of 
the provisions. And yet the major 
purpose of the Act seems to place 
future constructions of the obscure 
features in the background, since it is 
assumed that the Act was essentially 
designed to protect the investor from 
unscrupulous promotional efforts. But 
if a misconception as to what consti- 
tutes the moral and personal rights of 
the investor is permitted to flourish, 
the fundamental concepts of invest- 


ment, which penalize errors of judg- 
ment, have ‘been regrettably changed. 
The record of issues floated in the past 
four months shows that few of the 
small, new enterprises have been ma- 
terially hampered in seeking to distri- 
bute their securities. -Sound, estab- 
lished major corporations are finding 
more difficulty in complying with the 
Act. As a result the quality of the 
new issues offered recently is of a dis- 
tinctly inferior grade. Consequently, 
the benefits which the investor has re- 
ceived thus far from the Act are not 
clearly perceptible. It does not appear 
that legislation can change the old 
order. The British Companies Act, 
which is believed to be the basis for 
the Securities Act, came in for harsh 
criticism in the Macmillan Report, pub- 
lished in London in 1931, which stated 
in part that: “An important thing to 
bear in mind is that financial policy 
can only be carried into effect by those 
whose business it is.” No -action of 
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the Government should lead one to be- 
lieve that the problem of investment 
has been simplified or codified by law. 

Five months’ actual operation of the 
Act has clearly shown a number of its 
shortcomings. Congress is now con- 
vening, arid among the first pieces of 
important legislation that it should 
consider is a revision of this statute, so 
that the larger and more important 
companies will not be unduly deterred 
from undertaking needed financing. 
The durable or capital goods industries 
are too important a part of our eco- 
nomic structure for us to permit need- 
lessly to exist a situation that almost 
completely shuts off their very life 
blood—the capital funds that ordinar- 
ily are obtained in the new securities 
markets. Changes of such nature as 
will afford adequate protection to the 
investor, and at the same time not 
make important new financing impos- 
sible, should be well within the ability 
of our national legislators. 


Wall Street Facing More Reforms 


have been shown up as having 

been organized principally to ex- 
ploit the public, all such practises have 
come very much in disfavor. Yet all 
pool operations cannot be classed in 
this category. The famous Munsey 
pool in Steel is an outstanding excep- 
tion. Its operation not only created 
exceptional results for its participants 
but also for the public at large, as the 
upswing in the stock and later history 
proved. The Munsey pool took hold 
of Steel when it was in the doldrums. 
The country at the time was emerging 
from a sharp recession but. it needed 
some sort of leadership to convince 
the people that the real turn in indus- 
try was at hand. Steel cost the pool 
an average price of $20 a share. It 
also involved the members of the pool 
in a risk exceeding $20 millions. That 
was the story at the time. 


B tse bee certain pool operations 


A Record in Steel 


Yet investors in Steel that were en- 
couraged to buy it on the faith of the 
pool in the future later saw it rise 
above $160 a share before it was split 
up. Never has it gone below the pool’s 
average price for even at $21, the low 
point of the current depression, that 
figure is the equivalent of $29.40 a 
share figured on the basis existing pre- 
vious to the split up. 

To understand the designed technique 
of pools, one must realize the nature of 
their purpose. Unlike other merchan- 
dise that is popularized by advertising, 
listed. stocks have no such facilities. 
Furthermore, without buying activity 
good stocks will not move. Hence pools 
are the vehicles by which the attrac- 
tiveness of stock issues is brought out. 
If it is ethical for a merchant to boost 
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Part three of a series 
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his wares in the expectation of profit- 
ing thereby, it is equally ethical for 
a group of financiers to take hold of a 
latent but meritorious security and 
create public interest in it. 

For that reason a clear division 
should be created between legitimate 
pool operations and the undesirable 
type. But legislation to curtail the 
latter and leave the other free to func- 
tion is going to involve some delicate 
consideration. That work can not be 
left entirely to the Stock Exchange, for 
its jurisdiction can not extend beyond 
its own membership. Even in the case 
of its members it involves the Exchange 
in passing judgment on the merits of 
each pool, a difficult task for such a 
situation would be accepted by the 
public as an approval of the security 
involved, and not the factor of whether 
the pool’s operations are ethical. Such 


a réle is not within the function of 
the Exchange, which is a free market 


and not one controlled by its opinions. 
Going outside of its boundaries, the 
Exchange would have no authority to 
control the operations of outsiders. If 
a group composed of non-members of 
the Exchange organized a pool the only 
way the Exchange could control its 
operations would be by refusing its 
members the right to accept buying 
or selling orders from the pool. That 
is not always feasible, for there are 
so many underground channels through 
which to place orders that they cannot 
all be plugged up. 


Pools vs. Whirlpools 


Legislation might reach the problem 
by compelling something along the 
lines of the filing of full publicity in 
connection with the purchase of more 
than some fixed percentage of a com- 
pany’s total outstanding common stock. 

We will doubtless have pool opera- 
tions as long as we have organized ex- 
changes. They are a part of the 
mechanism. It is with the problem of 
how to divide the respectable pools 
from the predatory ones that the best 
minds of the Street should be con- 
cerned. 

Members of the Exchange could lend 
a helping hand if they made it a duty 
to look into such stock sponsorships 
as pass through their offices—for spon- 
sorship is but another name for pool 
operations—to guard against financial 
pirates using their facilities in exploit- 
ing undesirable securities. 

Legislation can not make a security 
sound and loss-proof, but it can see to 
it that it is certified to as to character. 
That is all the public can expect. 

The next article of this series will 

appear in an early issue 
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Stocks that Should Benefit 


From the Silver Plan 


* 


The President's silver proclamation estab- 
lishes a firm price for domestic silver out- 
put substantially above recent open market 
quotations. Will this disparity be corrected or 
will domestic producers be the only beneficiaries 


of this development? 


Tex suddenness of President 
Roosevelt’s announcement of his 
plan for having the Treasury 
purchase our domestic silver output 
for the next four years at 64} cents 
per ounce was probably a more im- 
portant cause of the bullish demon- 
stration in security prices which fol- 
lowed immediately thereupon than was 
the actual economic and _ business 
significance of this move in relation 
to the recovery program of the 
Administration. 

It is quite generally agreed among 
dispassionate students of the silver 
problem that the issue is more largely 
political than economic, since in value 
of output and volume of capital and 
employment silver producing is one of 
the smal] industries of the country. 
This is witnessed by the fact that out 
of some 550 commodities which are 
sold at wholesale in this country silver 
accounts for only one-tenth of one per 
cent of the aggregate value. It is also 
quite evident that the claim of the 
silver advocates of a substantial in- 
crease in world trade because of the 
supposed increase in purchasing power 
of certain important silver using coun- 
tries is quite fallacious, especially in 
the case of China which ordinarily 
imports silver on balance thereby 
taking a substantial quantity of the 
metal each year out of the world 
market. 


Bi-metallism Next? 


There is perhaps a possibility that 
this silver purchase plan may be inter- 
preted as a move in the direction of 
remonetization of silver or of ultimate 
adoption of a bi-metallic standard in 
some form or other; but even if this 
view be adopted, the primary signi- 
ficance of an enhanced price of the 
metal in so far as the investor is con- 
cerned is to be found in relation to the 
securities of the silver producing com- 
panies. 

The first fact to be noted in relation 
to the recent announcement is that a 
dual market for silver has been created 
in which there is no guarantee or pre- 
sumptive evidence that the price of 
silver in the free world market will 
equal or approximate the price at 
which the Treasury will buy our do- 
mestic output over the next four years. 
This leads immediately to the conclu- 
sion that the important producers of 
silver whose properties are in foreign 
countries, notably Cerro de Pasco and 
U. S. Smelting, derive no direct or 
clearly defined benefits from this ac- 
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tion. If the other important countries 
in the silver problem—Mexico, Canada, 
Peru, Australia, India and Spain— 
ratify the London agreement, and if the 
coming year witnesses further world 
economic recovery, it is quite possible 
that the situation in silver will be suffi- 
ciently improved to cause the world 
price gradually to approach our arbi- 
trarily established American price, and 
in such event these companies would 
derive very substantial benefits. Since 
our domestic silver output constitutes 
only about 15 per cent of the world 
total, the absorption of this amount by 
the Treasury might not of itself lift 
the world price to the new domestic 
level. 


The Smelters and Refiners 


The custom smelters and refiners 
constitute another class of companies 
which are vitally interested in the 
silver situation and which might benefit 
from higher silver prices through the 
effects upon their inventories and 
through any stimulation in silver pro- 
duction that may result from the 
higher price. Such benefits cannot 
definitely be measured in advance, and 
in the case of the important units of 
this type, such as American Smelting 
and American Metal, the resultant 
effects upon earnings are modified con- 
siderably by the volume and extent of 
operations in other non-ferrous metals, 
notably zinc, lead and copper. In this 
connection it should be noted in pass- 
ing that silver is to a large extent a 
by-product metal, produced in conjunc- 
tion with lead, zinc and copper, so that 
any stimulation in output because of 
the new domestic price would be ac- 
companied by an augmented supply of 
these other metals which would have 
to be absorbed by an increased indus- 
trial demand due to further business 
recovery and which might react un- 
favorably upon the price structures of 
these metals, at least to the extent of 
restricting the advances which they 
might otherwise enjoy. 

Among the important domestic pro- 
ducers of silver we may distinguish 
between those companies whose silver 
output is relatively small and unim- 
portant compared with production of 
copper or other non-ferrous metals and 
those whose output of silver is the 


main source of gross revenues and net 
profits, present or potential. In the 
former classification may be included 
such companies as Anaconda, Phelps 
Dodge, Magma, Kennecott and United 
Verde Extension. In this group not 
only is the effect upon silver earnings 
mitigated by the importance of other 
non-ferrous metals in the affairs of 
the company, but the amount of silver 
production is small relative to the 
share capitalization so that a quite 
substantial increase in the price of 
silver is only reflected to a very small 
extent in the outlook for per share 
earnings. 

Among the more important domestic 
mining companies for which silver 
alone is of outstanding or major im- 
portance and whose securities have 
significant public interest and a well 
recognized market, the more important 
are Bunker Hill & Sullivan, Hecla 
Mining, Silver King Coalition and Park 
Utah. From the point of view of the 
investor, these companies constitute the 
chief beneficiaries of the sudden sharp 
increase in the price of silver which 
became effective on the first day of the 
new year as a result of the President’s 
order. All but one of these companies 
have comparatively large share capi- 
talizations so that their silver output 
per share is quite small, especially on 
the basis of the restricted output of 
1932. Even assuming a quite substan- 
tial increase in output as a result of 
the higher prices it is difficult to justify 
on a statistical basis an expectation of 
a sufficient increase in earnings per 
share to support any appreciable in- 
crease in market prices beyond that 
which has already taken place in re- 
sponse to the President’s announce- 
ment. 


An Outstanding Exception 


The one exception in this respect is 
Bunker Hill & Sullivan Mining & Con- 
centrating Company, which in 1932 
produced more than 8.5 million ounces 
of silver, or approximately 26 ounces 
per share of outstanding common 
stock. By far the greater portion of 
this output comes from domestic ores 
and only a very small portion may be 
classified as custom output. 

The new silver price of 64.5 cents 
per ounce represents an increase of 
86.6 cents per ounce over the average 
price for 1932, which was 27.9 cents 
per ounce. Applying this increase to 
Bunker Hill’s output of 26 ounces per 
share gives an indicated increase in 
per share earnings of $9.52 per share 
over the 1932 rate. Considering that 
output undoubtedly has been increased 
considerably from the 1932 rate in 
response to the higher prices and may 
be even further increased, and also 
considering the fact that the world 
price of silver may very well advance 
substantially above the present 45 cent 
level over the coming year, an allow- 

(Please turn to page 22) 
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HE concept of 

yield as a crite- 

rion of safety has 
recently been under- 
going considerable 
change. While this 
yardstick has by no 
means lost its value, 
and the _ percentage 
rate of return as mea- 
sured by coupon and 
market quotations still 
gives a fairly reliable 
measure of the specu- 
lative risk attaching 
te most individual sit- 
uations, there are 
broader considerations 
affecting the entire 
bond market which ne- 
cessitate an approach 
to the interpretation 
of yield somewhat dif- 
ferent from that which 
was universally  ac- 
cepted in pre-depres- 
sion years. 

In the first place, the depression has 
demonstrated that yield is not infallible 
as a criterion of risk or safety. Some 
bonds which sold in the pre-depression 
years on a comparatively low yield 
basis have defaulted, while others which 
sold down to receivership prices in 
1932 or the first quarter of 1933 have 
been maintained in good _ standing. 
Probably the most extreme example of 
the latter type is that of a railroad 
bond which touched a low of 4} per 
cent of par value, and has since paid 
in interest more than that amount, 
with no current indication of impend- 
ing default. Such recent happenings 
have led many investors to regard yield 
as only prima facie evidence of in- 
vestment quality. 


The High Yields Available 


However, since it must be recognized 
that the instances of false prognostica- 
tion by yield such as that mentioned 
above are very much in the minority, 
another evidence of a changed attitude 
toward bond yields is probably more 
significant. In the welter of confusion 
concerning the investment policies 
which should be pursued in the face 
of monetary experimentation and other 
aspects of the New Deal, the number 
of investment authorities who are in 


Secondary Rail Bonds 


for Income 


Risks involved in purchase of secondary rail bonds 

have been greatly reduced in the last year and yields of 

64 per cent to 74 per cent now appear attractive. A 
group of such issues has been selected. 


agreement upon one point, viz., the de- 
sirability of medium grade bonds, is 
remarkable. From many different 
sources advice is being given, even to 
conservative investors, to place a sub- 
stantial portion of investment funds in 
so-called “secondary bonds.” Although 
the yields of more than six per cent 
now available on such bonds indicate, 
no doubt correctly, the presence of 
some speculative risks, strong argu- 
ments can be adduced to show that the 
risks are not as large as such yields 
would indicate under more normal con- 
ditions. Furthermore, it is argued 
that heavy concentration of funds in 
gilt edged, low yield securities involves 
such risks, in view of the monetary 
outlook, as to amount practically to a 
speculative policy. 

Although this is perhaps an extreme 
as well as a radical view, and whole- 
sale switches from high grade to 
medium grade bonds can not be ad- 
vised for all investors, there is at least 
enough logic behind these arguments 
to make it advisable for all investors 
to consider placing a substantial part 
of available funds in a _ diversified 
group of promising secondary bonds. 
Companies in reasonably strong posi- 
tion as to both balance sheet and earn- 
ings prospects should, of course, be 
given preference in making bond se- 


MEDIUM GRADE RAIL BOND SELECTIONS 


*Fixed charges 


Earned Recent Current 
Issue: 1932 1933 Price Yield 
Baltimore & Ohio refunding & general 5s, 1995.... 82% 100% 68 7.35% 
Boston & Maine mortgage 5s, 1967......:....... 110 110 68 7.35 
Erie general convertible 4s, 1953................ 81 105 61 6.56 
Great Northern general 5s, 1973................ 32 85 68 7.35 


Illinois Central-Chi. St.L. & N.O. joint ref. 5s, 1963 80 95 65 7.69 
Northern Pacific refunding & improvement 5s, 2047 86 100 72 6.94 
Western Maryland first refunding 53s, 1977...... 119 125 76 7.24 


*Percentage of fixed charges earned; 1932 figures actual, 1933 estimated. 


lections. The position 
of bonds of such com- 
panies would be 
strengthened either by 
recovery from natural 
causes or by moderate 
inflation, assuming 
that inflationary mea- 
sures can be kept under 
control. They would, 
of course, be greatly 
harmed by unrestrained 
monetary inflation, but 
in the event of any 
such unfortunate de- 
velopment, bonds of the 
highest investment 
grade, now selling for 
much _ higher prices, 
would suffer equally. 
In view of the sub- 
stantial improvement 
in earnings and finan- 
cial position of numer- 
ous railroad companies 
in 1938, and in the 
prospects for future 
earnings performance, some of the 
most attractive opportunities for pur- 
chase of secondary bonds for income 
and eventual capital appreciation ap- 
pear to lie in this field. Seven bonds 
have been selected from this division 
of the market, offering current yields 
of from 64 to more than 7} per cent 
at recent market prices. These yields 
appear generous, even admitting that 
the bonds are of a type which might 
depreciate substantially in market 
price in the event of renewed deflation. 


Financial Problems Met 


The success of these companies in 
meeting the financial problems created 
by the very severe deflation of the 
years 1930-1933 augurs well for the 
future. Three of these companies, 
Baltimore & Ohio, Boston & -Maine, 
and Erie, have current liabilities 
larger than current assets, due to 
bank loans, but since these loans were 
contracted, in the main, for capital- 
izable expenditures, and since none ap- 
pears to be pressing, they are not to 
be regarded as elements of dangerous 
weakness. The other four companies 
show current assets well in excess of 
current liabilities. According to Sep- 
tember balance sheets, net working 
capital amounted to $15.7 millions for 
the Great Northern, $17.5 millions 
for the Illinois Central, $14.6 millions 
for the Northern Pacific, and $979,000 
for the Western Maryland. The Balti- 
more & Ohio and the Great Northern 
have successfully refunded large bond 
maturities in 1932 and 1933; the only 
company in the group faced with large 
bond maturities in 1934 is the Illinois 
Central. It is expected that the latter 
company’s 1934 maturities will be met 
in part by extension and in part by 
cash payments made with RFC aid. 

The earnings records of these roads 
for 1933 have been generally very 
satisfactory. The most striking record 
is that of the Great Northern which 

(Please turn to page 21) 
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Charts and How to Use Them 


The fifth of a series of articles covering the interpretation of stock price movements 


T HAS been obvious to the reader 
of the four previous articles in 
this series that there is a close 
and fundamental relationship between 
the three important trends of the 
market which it is essential to under- 
stand. Stock prices are always mov- 
ing in these three trends simultane- 
ously, in easy view of technical 


PART V 
The Relations of the Three Trends 
By H. M. GARTLEY 


Author of “Working Tools for the 
Trader,” “Analyzing the Stock Mar- 
ket,” “Stock Market Studies,” etc. 


policy to follow, apply it judiciously 
and see that it brings profitable re- 
sults. Successful trading is an art, 
in which a man must rely on himself 
as does a musician, painter or writer. 
If he can not produce results by ut- 
terly independent thought and per- 
formance, he will not show the con- 
sistent profits which result from a 


students who employ the proper 
“working tools.” To recapitulate, the 
three trends are: 

1. Major Trends (bull and bear markets). 

2. Intermediate Trends (larger movements, compris- 
ing the cycles of the Major Trends). 

3. Minor Trends (composed of the hour to hour, day 
to day, and sometimes week to week fluctuations which 
constitute the intermediate trends). 

The trader can not have a proper perspective of mar- 
ket conditions until the observance of the simultaneous 
trends has become second nature. Over a period of 
time, the ability to see each market movement as a part 
of a series of larger patterns must be developed. The 
“three trend” point of view is the greatest factor in 
developing an unbiased market sense, never stampeded 
and rarely deceived by movements which may bewilder 
the mass of observers and cause unwise actions respon- 
sible for the market axiom that “The public is always 
wrong.” 


Simultaneous Observation 


The trader or investor who hopes to be successful 
must understand and observe intelligently all three 
‘trends regardless of which one he is operating in, be- 
cause a commitment can seldom be made efficiently in 
any trend, unless the others are considered. He must 
have a thorough understanding of all phases of his 
business from minute swings to movements of many 
years’ duration (which efficiently directed technical 
study has rendered less difficult than it sounds), and 
from his observations he alone must determine what 


v 


sound enterprise, wherein capital is 
enhanced and earnings are relatively 
steady. The instruments used and the methods de- 
veloped by technical study have proved to be the best 
way to gain understanding of market movements and 
train the judgment. 

Each trend presents distinctive problems to the in- 
vestor, as has been pointed out in the preceding articles. 
Major trends, due to their great scope and their cor- 
relation with the economic trend, affect most closely the 
greatest number of people. However, since following 
major trends requires relatively large capital in relation 
to possible profits, and comparatively long periods in 
which to operate, major trend operators should carefully 
consider how profits can be enhanced in the intermediate 
and minor trends. 


Opportunities In Short Trends 


There are many more opportunities for profits, espe- 
cially for those with moderate capital, in the inter- 
mediate and minor trends. Intermediate trends, due to 
their substantial profit possibilities and comparative 
convenience of operation, as well as the fact that they 
are more readily understood by technical students, are 
the most advantageous field of operation for the average 
investor. Minor trends, while offering constant oppor- 
tunity for profits, are the most difficult in which to oper- 
ate, but technical study has developed methods which 
are being successfully applied to this trend. 

While operators in the intermediate and minor move- 
ments often ignore the major trend, their activities 
would be more efficient if they made commitments with 
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the major trend in mind. For example, intermediate 
cycles in bull and bear markets have important differ- 
ences in characteristics and extent of price change. 
Even the comparatively minor movements are quite 
different, due chiefly to the “force of liquidation” which 
is present in bear markets. 

Intermediate and minor trend traders should remember 
that in bull markets their predominant positions should 
be long, and that short positions should be cautiously 
taken and briefly held, even though substantial profits 
are sometimes available. On the other hand, in bear 
markets, the normal and safer position is short, and 
long positions should be taken only for relatively quick 
turns, because the underlying trend is downward. 

Since changes in the characteristics of the inter- 
mediate cycle signal major trend reversals, the value of 
intermediate trend study in major trends is readily ap- 
parent. Minor trend study has a similar usefulness in 
intermediate trends. Longer swing traders should take 
their positions at advantageous points in shorter swings 
and thus avoid annoying immediate losses before profits 
in their own field of operations become available. 

Chart 5 shows the highs and lows of the intermediate 
movements and their corrections in the 1929-32 bear 
markets. The section enclosed by circle A is shown in 
detail above, labelled “A—Daily Closings.” Likewise, 
circle B is enlarged under “B—15 Stock Aggregate 
Hourly” and Circle C under “C—15 Stock Aggregate, 
20-minute Intervals.” Note the striking similarity of 
pattern in all these movements of varying duration. 
No better illustration could be given of the way the 
three trends of the market are occurring simultaneously 
one within the other and with very similar formations. 

This similarity of pattern is one of the main bases 
for technical study. It was first written about by 
Charles H. Dow and has become an integral part of the 
Dow Theory, which will be discussed in a subsequent 
article. 

While market formations are practically never exactly 
repeated, they may be classified into a small number of 
different types, which recur again and again regardless 
of the major economic forces. These formations, cor- 
related with volume data, are the “working tools” of 
the technical student, who studies the market from 
within. The principal market formations revealed when 
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price changes are charted, may be briefly classified as: 


Supply and Demand Areas 
Triangles 
‘ Gaps 
Trend Lines 
Tops and Bottoms 


These basic patterns occur with endless variations but 
careful research has proven that almost every market 
movement conforms to one or another of these forma- 
tions. 

These patterns occur in the three principal trends. 
They may form in major trends with bull and bear 
markets as a background. They develop most clearly 
in the intermediate trends and also occur in the smallest 
fluctuations of a single day’s trading. 

Obviously, charts of price changes, revealing these 
patterns or formations, reflect in the simplest and most 
direct way the influence of economic and financial forces. 
They do much more than this, however. They are also 
vitally affected by an infinite variety of other influences, 
which are largely the result of what is known as mass 
psychology and all of which have a very real béaring 
on the trend of security prices. Price changes reflect 
the impact upon security price levels of certain tangible 
forces which are otherwise impossible of measurement. 
Among them are not only individual hopes and aspira- 
tions, disappointments and discouragements, and esti- 
mates of the future (informed or otherwise) but also 
the amount of funds really available for investment and 
speculation and the public interpretation of current news 
developments. The public may be right or wrong but 
its interpretation through buying or selling influences 
price movements. Economic and financial studies can- 
not measure all these influences. Charts showing price 
changes and volume can and do measure them, when 
understood and interpreted through technical study and 
the trained market judgment developed by technical 
study. 


The several succeeding articles will be devoted to 


description of the above mentioned types of market 


patterns and how they are made the “working tools” 
of the technical student. The first to be taken up will 
be “Supply and Demand Areas.” 


Midland Steel’s Prospects Brightening 


A promisin g low priced stock amon g 
the automobile steels 


of Midland Steel Products for 

recent months, this company is 
profiting at an average annual rate of 
about $2 per common share. Last year 
an operating deficit of $4.67 per share 
was shown compared with loss in the 
previous year of 48 cents. The com- 
pany has been operating at a profit 
since early in the second quarter of 
1933, but indications point to earnings 
for the full year 1933 of only a few 
cents per share, as in the initial three 
months of the year, a loss equal to 
$1.20 per share was sustained which 
had not been fully offset by profits in 
the seven months ended October 31. 
The favorable factor in the situation, 
however, is a present level of opera- 
tions higher than those of the two 
preceding years, forming an advan- 
tageous base from which operations 
for the spring rise in automotive pro- 
duction can commence. 
. Engaged in the production of auto- 
mobile frames, parts, four-wheel “Steel- 
draulic” brakes and various products 
of stamped, welded, cast or worked 
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©: THE basis of income showing 


iron and steel, Midland Steel Products 
has shared in the growth of the auto- 
mobile industry in this country and has 
consolidated its position in the acces- 
sory field through its own efforts and 
by the trend toward specialized produc- 
tion in the auto parts industry. Dur- 
ing the past few years automobile 
producers have largely withdrawn 
from the auto accessory field, leaving 
the manufacture of these lines in the 


hands of highly specialized fabricators. 
While the accessory companies have 
been required to maintain productive 
research laboratories in order to pro- 
tect competitive positions, their for- 
tunes have been more dependent upon 
volume of automotive output itself, as 
demand in the parts field is less subject 
to style changes than is true of the 
finished product. The direct relation- 
ship between motor vehicle production 
in this country and earnings of Mid- 
land Steel Products is revealed by the 
following table. 


Per share common 
Motor vehicle earnings of Midland 


Years output Steel Products 
1926 4,505,661 $3.17 
1927 3,580,380 3.28 
1928 4,601,141 5.96 
1929 5,621,715 6.54 
1930 3,501,178 1.39 
1931 2,472,359 d 0.48 
1932 1,431,494 d 4.67 
1933 *2,000,000 *0.25 


*estimated. d deficit. 


It is indicated that the company is 
now able to at least break even on a 
volume of approximately 2,000,000 cars 
per annum. In 19381 a deficit of 48 

(Please turn to page 21) 
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Vacuum Cleaner Salesman 


* 


To promote greater use of electricity in 
the Tennessee Valley, the Federal Govern- 


ment proposes to go into the business of dis- 

tributing electric appliances in that area. This 

step may presage important developments for 
the electric appliance manufacturers. 


HE directors of the Tennessee 
] Valley Authority whose qualifica- 
tions must include faith in the 
wisdom and feasibility of the Muscle 
Shoals power experiment, have just 
announced the startling discovery that 
cheap electricity alone will not insure 
generous consumption. While there is 
a suggestion that this secret has been 
known to private companies for a 
number of years, this in no way will 
be allowed to dampen the enthusiasm 
of those who claim credit for the eco- 
nomic revelation. And something is 
going to be done about it, too. Hand 
in hand with the construction of giant 
production facilities at Muscle Shoals, 
machinery is to be set up by the 
Authority to purge the people of the 
Valley of their niggardly habits in the 
use of electricity. This machinery is 
incorporated in the newly formed Elec- 
tric Home and Farm Authority. 


The Electric Home 


While details of the scheme have not 
been fully developed as yet, the general 
plan is for the Electric Home and 
Farm Authority to promote the sale 
of electric appliances in territories to 
be served by the TVA. The capital 
of the Authority consists of common 
stock of $1 million, allocated by the 
President and it will be extended a 
credit up to $10 millions by the RFC. 
Elettric appliances are to be purchased 
direct from the electrical equipment 
manufacturers at a figure which is re- 
ported to be close to actual production 
cost and these in turn will be sold to 
people of the Valley through regular 
distributing agencies and directly. In 
order to facilitate the sale of these 
appliances, a deferred payment plan 
will undoubtedly be worked out whereby 
the purchaser will be allowed an ex- 
tended period of time in which to 
liquidate his appliance debt to the 
Authority. 

This new venture is significant in 
that it places the Federal Government 
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in another field of competition with 
private enterprise and its operation 
therein is likely to have material in- 
fluence on the fortunes of electrical 
equipment manufacturers over’ the 
future. Prices of electric appliances 
to ultimate consumers have been de- 
termined in the past by costs of pro- 
duction and distribution. The keenest 
competition exists in this field and 
nearly all the smaller manufacturers 
have conducted this business at a loss 
during the past few years. There is 
no monopoly and no evidence that. 
prices have been maintained at unduly 
high levels. Yet it appears to be a 
conviction of those in charge of the 
TVA that the electric appliance man- 
ufacturers are partially to blame for 
the sparing use of electricity. In a 
recent statement Director Lilienthal] of 
the TVA said, “The prevailing high 
rates for electricity have stood in the 
way of a more general use of electric 
appliances. In turn, the high cost of 
appliances has prevented a greater use 
of electricity, which would mean lower 
rates. Thus, the electric utilities and 
the appliance manufacturers have been 
standing in their own and in each 
other’s light.” Here we have the same 
line of reasoning directed against the 
equipment manufacturers as has been 
applied to the electric utilities with 
such disastrous’ effect on_ their 
securities. 


Are Prices Too High? 


In 1932, 18 of the country’s largest 
electrical equipment manufacturers, 
which have a total capital investment 
of $767 millions, reported an aggregate 
deficit after fixed charges of $9.8 mil- 
lions and a return on invested capital 
of minus one per cent. While a por- 
tion of this loss can be ascribed to 
greatly reduced volume as a result of 
the depression, the major contributing 
factor was the practice of price cut- 
ting and in many cases paring of 
retail prices below actual costs of pro- 
duction. In the case of a great many 
electric appliances, prices have been 
maintained or reduced at the expense 
of capital investment. Yet in the face 
of this, the charge is made that prices 
to ultimate consumers are stil] too 
high. The charge, in effect, either 
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challenges the right of capital invested 
in this business to earn a fair return 
or the business ability of those in 
charge. 

When it was recognized that cheap 
electric appliances for the Muscle 
Shoals territory were necessary to pro- 
mote the main purpose of the scheme, 
the conventional political method of ac- 
complishing this end was employed. 
Under the plan the Federa) Govern- 
ment becomes at once a cut-rate mer- 
chandiser of electric appliances (in- 
cidentally, a business withheld from the 
utilities themselves in many states) 
and an installment collection agency. 


The Undercover Threat 


Representatives of the TVA and the: 
electric equipment manufacturers are 
at present working upon details cover- 
ing supply, prices, terms, etc. As it is 
assumed that the Electric Home and 
Farm Authority will be able to pay 
cash and purchase in large quantities, 
prices should be considerably cheaper 
than those which include distribution 
and servicing costs. Even if the elec- 
tric equipment manufacturers are re- 
quired to sell to the agency at or near 
cost of production, the arrangement 
should serve to increase production and 
thus effect some reduction in unit 
costs. On the other hand government 
merchandising of electric appliances 
in the Tennessee Valley is likely ad- 
versely to affect direct demand for 
such products in this territory and 
possibly in adjacent communities. Of 
course, if the Authority proposes to 
hold up retail price of this subsidized 
merchandise as a national “yardstick” 
as is being done with electric rates in 
that area, the effect would be injurious 
to the electric appliance manufac- 
turers. In this instance however, the 
fact that the Authority is a distributor 
and not a producer should serve to 
temper efforts at dictating prices for 
the country as a whole. The fact that 
this venture is merely collateral to the 
main objective of the Authority would 
seem to warrant continued confidence 
in the future of the electrical equip- 
ment industry, insofar as government 
competition is concerned, 
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Lack of Refunding Facilities Depresses Public Utility Bond Market 


Jones, chairman of the Recon- 

struction Finance Corporation, 
that the RFC is preparing to assist 
the railroads to meet their 1934 bond 
maturities calls attention to the plight 
of the public utilities, which appear 
to be “orphans” left out in the cold 
as far as government assistance is 
concerned. Fortunately, the total of 
public utility bond maturities falling 
in the year 1934 is not very large, 
the maturing bonds in this category 
amounting to about $200 millions as 
against aggregate maturities approxi- 
mating $300 millions in 1933 and $500 
millions in 1932. At the same time, 
it would appear that the utility com- 
panies’ hopes of avoiding the difficul- 
ties which might arise from defaults 
on bond principal must center largely 
in the chances for success of voluntary 
refunding or bond exchange offers. A 
few small maturities will probably be 
taken up out of cash resources, and 
some companies with high credit stand- 
ing may arrange bank loans where the 
sums involved are not especially large. 
But the probabilities are that, in most 
cases, new bonds similar to the matur- 
ing issues, or bearing higher interest 
rates or other inducements, will be 
offered to holders of the maturing 
issues. This type of operation, al- 
though not accompanied by substantial 
partial cash payments such as have 
frequently been made possible for rail- 
road refunding operations by RFC 
advances, has been used by numerous 
public utility and industrial companies 
in the past year. The degrees of 
success achieved have varied consider- 
ably, but on the whole the results have 
been satisfactory and the response by 
holders of maturing bonds gratifying. 


"Tie recent statement by Jesse H. 


Improved Market Needed 


It has been hoped that the bond mar- 
ket would improve sufficiently to per- 
mit refinancing of 1934 maturities in 
the conventional manner, that is, by 
the sale of new bonds through under- 
writing houses. While there was a 
substantial net gain in the bond mar- 
ket as a whole in the last six months 
of 1933, two factors have assumed in- 
creasing importance as obstacles to the 
use of traditional financing methods. 
The aggressiveness of both Federal 
and local governments in encouraging 
projects for construction of publicly 
owned plants to compete with private 
utilities and the many instances of 
more direct action taken to compel rate 
reductions in the face of rising costs 
provide such an unfavorable back- 
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ground that only the most strongly 
situated companies could sell new 
bonds in the open market. Even mort- 
gage liens of strong operating com- 
panies have frequently shown a ten- 
dency toward lower prices. In spite 
of the fact that it seems inconceivable 
that any steps will be taken by the 
Government which will destroy the in- 
vestment of the public in mortgage 
bonds of sound operating public utili- 
ties, the present atmosphere is not one 
calculated to assure or even permit the 
suecess of much new utility financing. 
The other factor is the much dis- 
cussed Federal Securities Act. The 
severe penalties which might be im- 
posed, under the provisions of that 
Act, upon both corporation officials and 
members of underwriting organizations 
for acts of inadvertance or innocent 
sins of omission make it very doubt- 
ful that much new financing can be 
arranged in the near future, even 
where the bonds offered are unques- 
tionably of high investment grade. 


Bond Exchange Plans 


However, there does not seem to be 
much cause of alarm, since exchange 
plans, if properly presented, will prob- 
ably meet a good response from in- 
vestors, and the maturities in most 
cases are not large. Two of the 
largest early utility maturities are 
$12.5 millions American Water Works 
& Electric collateral 5s and $10 mil- 
lions Laclede Gas Light refunding 5s, 
both on April 1. Exchange offers are 
expected but no definite plans have 
been announced. 

The protest of American bankers 
who have underwritten substantial 
amounts of German dollar bonds 
against the decision of the Reichsbank 
officials to reduce from 50 to 30 per 
cent the portion of bond interest to be 
transferred in cash for 1934 attracts 
attention again to foreign bond de- 
faults. 

If, as many political oracles predict, 
the Johnson bill forbidding transactions 
in defaulted foreign bonds is passed 
early in the impending session of Con- 
gress, an entirely new element in the 
situation will have to be taken into 
consideration. Although the purpose of 
the bill is to protect American inves- 
tors, its immediate effects might be un- 
fortunate, since it would deprive of 
their markets those who wished or were 
forced to liquidate. The reason for 
this part of the bill apparently lies in 
the fact that it would stop the repatria- 
tion of foreign obligations at bargain 
prices, but it might prove to be some- 


thing of a boomerang. New loans to 
defaulting debtors would also be barred, 
but since there is little likelihood of 
any new foreign financing (except 
possibly for Russia) for a long time, 
this provision would not greatly change 
the situation in the near future. Even 
the better class of foreign bonds would 
be affected by the prohibition of trans- 
actions, since the bill covers debtors on 
war loan account. 
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BOOK REVIEW 


PROFITABLE GRAIN TRADING, by Ralph 
M. Ainsworth, 252 pp. $3.50. Pub- 
lished by Ainsworth’s Financial Service, 
Mason City, Ill. 


upon long years of practical 
experience the author offers an 
interesting guidebook to speculators in 
the grain markets. A number of trad- 
ing rules are given and their efficiency 
supported by practical appliance to 
past markets. The book further ex- 
plains the grain market’s own vernac- 
ular, which is somewhat like a foreign 
language to the outsider. The various 
forms of trading are discussed such 
as the short swing method, scale buy- 
ing, dealing on the long and the short 
sides, scalping rules and stop orders. 
A special chapter is dedicated to the 
methods of forecasting market move- 
ments. The world wheat situation and 
its effects upon the American market 
are reviewed in detail. Numerous 
charts and a wealth of statistical ma- 
terial support the theories, formulas 
and trading rules presented. 


Che Investors’ Platform 


EFORE the investing public can 
Bee assured of the existence of 
the fullest measures for its 


protection, THE FINANCIAL WorRLD 
believes necessary, and it insists 
upon, the adoption of the essential 
reforms outlined in the following 
platform. 


The more insistent that 
investors are for the inauguration 
of these reforms, the more quickly 
will the day arrive when these 
safeguards will become a part of 
our financial structure: 


I. Public Directors 

II. Independent Audits 

III. Standardized Reports 

IV. Trading Reforms 

V. Independent Protective 
Committees 

VI. Full Publicity on Secur- 
ity Offerings 
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COLUMN 


We SPEAK and think o2 inflation as if 
it were something new with us. But 
that is not the case. At various times 
in the history of the country we have 
had a taste of inflation and it was not 
always of the same flavor. During the 
Civil War when Lincoln was hard 
pressed to raise money in order to 
maintain the Union forces he had to 
resort to greenbacks and they sold as 
low as 50 cents on the dollar. That 
was the amount Lincoln got for a loan 
floated in the German market. 


In ovr minds inflation is associated 
with some form of debasement of cur- 
rency. That thought is built up by the 
historical precedent that a monetary 
standard has an inflexible convertibil- 
ity ratio between the currency unit and 
some particular commodity. Since that 
commodity has been gold in recent gen- 
erations, the concept has become fixed 
that gold dollars always represent 100 
per cent value. 


Bor that is only one aspect of money 
value. While we remained on gold, the 
gold dollar fluctuated widely in what it 
would buy of other commodities. At 
one time, for example, it had a pur- 
chasing power in terms of living costs 
equivalent to 180 per cent of its pre- 
vious power, and to that degree it fa- 
vored the creditor classes over the 
debtors, 


Ir so happened that the tremendous 
debt structure created by the World 
War and the subsequent reconstruction 
period became so cumbersome that the 
world could not bear the burden of its 
carrying charges under the tremendous 
shrinkage in business and in incomes 
which resulted from business depres- 
sion. 


Tuar is the condition which every 
sound economist recognizes and which 
he fully realizes must be overcome by 
some form of inflation. But here the 
serious question may be raised whether 
the term inflation is the proper one to 
describe the desired process of restora- 
tion. Under the reasonable presump- 
tion that when values are unduly de- 
pressed there must occur some recovery 
to a more normal basis of valuing 
property of all forms, might it not be 
more proper to use the term reflation? 


Rertation would certainly be a more 
appropriate term if one may define in- 
flation as ballooning prices far in ex- 
cess of normalcy. The inference which 
inflation opponents wish to convey is 
that if greenbacks replace gold dollars, 
or if the gold content is reduced, we 
will have the delusion of more dollars 
and higher dollar prices without in 
reality having made any gain what- 
ever in actual wealth. 
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A swe from 
France, Italy, 
Holland, Bel- 
gium and 
Switzerland, 
all the impor- 
tant nations 
are off the gold 
basis. Their position in that respect 
does not differ from ours, and yet we 
hear very little in their cases of the 
clamor about inflation with which our 
own ears are dinned. May it not be 
that we are making a mountain out of 
a mole hill and losing sight of the 
acute problem of reducing our debt 
burden to within the capacity of our 
income to meet? 


In CONNECTION with all the discussion 
about inflation we are apt to forget 
that less than five years ago we were 
closing one of the most hectic inflation 
chapters in our entire history. It was 
in form of credit inflation in which 
credit was heaped on credit because of 
the unusual opportunity of making 
large profits that since have turned 
out illusory. We thought we had them 
and then the collapse came and they 
disappeared like so much water through 
a sieve. 


Even to this day when people take 
stock of their personal wealth they feel 
acutely the large losses they have suf- 
fered. That was the result of another 
form of inflation; but whatever its form 
the usual result to the individual purse 
is the same. It is but logical under 
such circumstances that experiments 
will be made to restore values, and it 
is in this direction that the Adminis- 
tration is groping. 


Tue crux of this whole problem is not 
so much in the form of currency ex- 
pansion, though none of us would want 
to use the printing press; it is in the 
basis thereof as related to our wealth 
of natural resources. If the expansion 
is kept from excess, in kind and de- 
gree, the country will be spared the 
extreme penalties of inflation, and 
would benefit from such action as a 
cutting of the gold content of the dol- 
lar if it raises the general level of 
prices, 


Anp if such is the final stage of the 
present gold purchase program we may 
perhaps find ourselves progressing 
steadily along an ascending spiral from 
the moment that some figure is decided 
upon as the basis of stabilization. It 
is the present uncertainty as to the 
precise objective that is creating inde- 
cision in business and industry. No 
one seriously questions that we shall 
some day return to the gold standard 
in some form, even though it may dif- 
fer widely from the pre-war basis, 


Odd Lots 


A sane course, strongly ad- 
vised, is to keep your hold- 
ings well diversified. 


This is especially advisable 
when business and market 
conditions are more or less 
uncertain. 


Our booklet “Odd Lot Trad- 
ing” offers many suggestions 
for both the small and large 
investors who seek to con- 
serve their capital and build 
up principal. 


Ask for booklet F. W. 607 


100 Share Lots 


John Muir&(@ 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


New York Cotton Exchange 
Chicago Board of Trade 


New York Stock Exchange 
Members 
and other leading exchanges 


60 BEAVER ST. 


Uptown Office: 15 W. 47th St. 
NEW YORK 


Our Current Market Letter 
discusses the 


Automobile 
Industry 


Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 

Exchanges and New York Curb Exchange 

115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


M°CLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. Y. Curb Ex. ( Associate) 


67 Exchange Place, New York 
Telephone: HAnover 2-6220 


BRANCHES 
Central Savings Bk, Bldg., 2112 B’way, N. ¥. 
71 Vanderbilt Avenue, N. Y. 
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There have been three major economic 

Some epochs in American history, each follow- 
H fo ing a great war, and the pattern of each 
opes for was the same: increased commercial ac- 
1934 tivity, overexpansion, collapse, gradual 
revival into a still wider prosperity. An 

herculean task confronts President Roosevelt and his 
Cabinet in 1934 in straightening out the tangles of the 
last war, but not an insurmountable one. The financial 
experiments now being carried on may result in good and 
at worst only hinder and delay our recovery rather than 
prevent it. The money that is spent so seemingly wildly 
and certainly lavishly will be in part repaid, and the re- 
mainder cannot be considered totally lost as it is traded 
for goods and services and the resultant profits pay taxes. 
The mounting national debt is awesome but not ruinous. 


. It will, to be sure, result in greatly increased taxation, but 


no channel has so far been found whereby a nation can 
syphon money into its treasury except by taxing those 
who have incomes beyond their needs. 

If to the $23 billions of public debt be added the $15 
billions already allocated for various governmental dis- 
bursements, and that be funded, the $38 billions would be 
only 10 per cent of the national wealth and a little less, 
perhaps, than the national income in the poor year of 
1933. Certainly a very rich man of varied commercial 
activities would not consider his financial position pre- 
carious if he had debts totalling 10 per cent of his capital 
or the equivalent of one year’s income, and a nation need 
not. Our public debt would then not be larger than that of 
Great Britain, whose resources are much smaller. And 
we have just rediscovered an important industry. The 
revenues from liquor, the direct reemployment and patron- 
age of other industries such as agriculture, glass, caps, 
printing, boxes, freight shipments to and from distilleries 
and breweries, and a multitude of smaller items should 
add several billions annually to the national turnover and 
produce still other taxes. The return of liquor and a 
freer life will keep 75 per cent of the money formerly 
spent by tourists abroad at home, and that totals nearly 
$1 billion. An important new discovery or a radical new 
invention has heretofore always brought us recovery: the 
steamboat, the finding of gold in California, the railroad, 
the telephone, electricity, the automobile, the radio. After 
a legal absence of fourteen years, liquor may be considered 
a new business. 

Admittedly it is not difficult to give money away. Presi- 
dent Roosevelt will be judged by what he does to bring 
money into the Government coffers and how he then con- 
serves it. The first necessity is confidence. It is not 
enough for the people whose welfare he controls to ap- 
plaud him for his ingratiating personality, nor enough 
that those who have nothing to lose approve his vast ex- 
penditures, which gives them an oblique satisfaction that 
it is not coming from their own pockets. But it is also 
necessary to have the confidence and goodwill of that dis- 
proportionately smaller but equally important class that 
has something at stake. With their friendship he would 
then have the support of all America. 

Two and one-half million people have already been re- 
employed since last March, but in good part at the expense 
of Government. Real progress will have been made when 
twice that number are voluntarily reemployed by industry 
because private capital has expanded and business im- 
proved. Capital, however, cannot operate in the atmos- 
phere of a nervous dollar and we need as soon as possible 
to know what we are to consider a dollar worth, not, 
perhaps, as the President once so confidently phrased it, 
“a generation hence,” but more modestly today and a year 
from now. The Securities Act could be slightly amended 
so that while protecting the investing public it would not 
make underwriters frightened to lend their capital because 
of a clause that calls for permanent liability. Let the 
supervision be very close before the issue is brought out. 
We would then, too, avoid the ridiculous and disgraceful 
situation of investigating a stolen horse of which nothing 
is left but the area around the tail. The carcass is by 


By EuGeNne KAtTz 


that time so mutilated as evidence that if the thief were 
caught the law could not detain him. It would be well 
to stop the destruction of the existing utilities, an industry 
that almost everybody has a share in, by subsidized com- 
petition at the expense of the taxpayer, an inexcusable 
waste, in times like these, of precious Federal funds. And 
we need badly to encourage Mr. Douglas to come as close 
as possible to balancing current income with current ex- 
penditures, distraught as he must be with two sets of 
books, for excessive taxation will retard business expansion, 


Should the persistent threats to regu- 

How late the New York Stock Exchange be 
to Avoid rendered into law by this Congress the 
public it is feared will express little 
Exposures objection and even less sympathy. The 
irritations that emanate from 11 Wall 
Street are not so much the <ault of the members as of 
the officers. These dread above all smelly newspaper 
notoriety, yet will do nothing to prevent it. There are 
approximately 1,300 stocks and 1,300 members, neither a 
formidable number to manage and control. If the atten- 
tion of the Exchange is called to a suspected manipulation, 
unless it is an outstanding stock the informer is fortunate 
if the official addressed knows of its existence. The in- 
formation, however, is seldom acted upon. But later when 
the press exposes the manipulation the Exchange becomes 
suddenly animated and protests it has all along been in- 
vestigating. The finis to the exposure usually is that the 
manipulators have the swag and the public vertigo. 
Things then go along as usual until the next explosion, 
ad infinitum. 

The New York Stock Exchange needs many points of 
modernization, but particularly two, and it would be better 
if they made them voluntarily than by legislation. One 
is uniform bookkeeping by all corporations whose stock 
is listed so that the average man can read a statement 
understandingly, and quarterly reports of earnings so that 
a few insiders will not for long have advance informa- 
tion denied the general public, as in the case of Union Bag 
and Paper which earned nothing for six months and then 
suddenly, owing largely to a small capitalization, is alleged 
to have earned $7 to $8 a share in the final half-year. The 
second need is for an experienced newspaperman whose 
sole duty would be to read between the lines of financial 
news for impending trickery, to watch stocks that are 
gyrating, and report to the Exchange. Of course, the 
question remains whether the Exchange would heed the 
warnings and stop the racket before the public was de- 
spoiled. 


The sound commercial banks of the 

Notable country enter the new year with trepida- 
rR tion. They, before whom thousands of 

se borrowers have quaked, are themselves 

Banking asking for friendly consideration. There 

was the Glass-Steagall bill that divested 
them of their profitable affiliates, the Securities Act that 
affected their prosperity indirectly, the insurance of de- 
posits that will absorb some of their profits, and lastly 
the reluctant but forced acceptance of the Government as 
virtual and preferred partner. 

What irks bankers most is the deposit insurance plan 
whereby deposits of $2,500 or less are insured against loss 
from a common fund contributed to by all the banks at 
the rate of one-half per cent of their insured deposits, 
the Government contributing a similar amount. Wash- 
ington argued that the last four years have shown the 
impossibility of judging in advance which bankers will 
prove efficient and which will not, and that in the public 
interest it were best to insure the smaller man. The bank- 
ers reply that such insurance will prove to be an invitation 
to careless banking for which the judicious will pay. 

The banks are retaliating. From now on no banking 
service of any kind will be free. It will be interesting 
to see what profits a practically expenseless bank can make 
under normal conditions. 
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Or Gossip a Customers’ Man thm 
Hears Around Broad and Wall 


A WELL known Wall Street broker who is one of Father Coughlin’s most 
ardent supporters footed the bill for the priest’s recent visit to New York. 
5 This is a reminder of the hobbies of other brokers, which include 
the financing of Broadway theatricals, three-ring circuses, professional football 
teams, prize fights and hockey matches—if you know your way around down- 
town, you will know at least two of these gentlemen, for they are proud of 
their outside activities. . . . Speaking of going far afield, it is strange to 
find a radio distributor contracting for the importation of $5 millions of 
European wines and cordials—but then there are combination radio-bars. 
“Shoe button” tubes are the newest in radio tubes for ultra-shortwave use—they 
measure about one-half inch in diameter. . . . “A diadochokinesis” is the 
way you felt the morning after New Year’s Eve in case you were that way the 
night before—which among other things means that you are not in condition to 
drive an automobile. . .. 


Weasuineron’s merry-go-round of the next month or so will be featured with 
the midnight ride of “Paul Revere” Tugwell who will warn Congress early and 
often that the Tories are coming. . . . Incidentally, the primary crack 
that the drug manufacturers will take at the Tugwell Bill is that it is just 
another prohibition law which will create a new kind of bootlegger—well, it 
wouldn’t be the first time that aspirin was bought in a speakeasy. P 
you were asked which was the purest, Ivory Soap or Texas Gulf’s sulphur, what 
would you say? (Answer: Ivory Soap is 99 44/100 pure while Texas Gulf’s 
sulphur is 99} per cent pure). . . . Admiral Byrd and Seth Parker will 
be much in the ads for the next few months with the national advertisers find- 
ing that a donation of materials or equipment is good publicity—for instance, 
all of the messages mailed out from all parts of the world by Seth Parker 
will be produced on Addressograph-Multigraph machines. . . . 


Sitver buying plans produced what was called a sighchological effect but it 
wasn’t the kind of a plaything that the silver speculators expected Santa Claus 
to put in their stockings—it will be urged later that Congress get busy and do 
“something” more about it. . . . 1933 went down in the record as the best 
year in electric refrigerator history with 100,000 more units sold than in 1932— 
with the thanks going to the brewing industry, 1934 may not be as good a year. 

. By the way, ladies, did you know that the hosiery manufacturers bake 
your silk stockings in electric ovens?—this is the way they baffle the heater 
elements from your stockings (?). . . . While talking to the ladies, you 
may be interested to know that of all the tradesmen who visit your home the 
advertisers regard the laundryman as the best source of information regarding 
your household secrets. . . . 


J my WALKER, whom you will recall as once the mayor of New York City, 
will soon be in the news again as an import and export agent handling Russian 
goods. . . . Perhaps television may be around that famous corner with the 
Radio Manufacturers’ Association Television Committee appointing a special 
body to confer with the Federal Radio Commission on arranging for facilities 
for television broadcasting. . . . Grigsby-Grunow, which lost the Grunow 
half a couple of years ago, will lose the rest of it when B. J. Grigsby goes into 
retirement soon. . . . Along the same line, there will be several retirements 
announced for certain officers of New York banks in the not too distant future. 

. . Six vice-presidents of the Rock Island road got off more easily—they 
lost their titles, but not their jobs. . . . 


Roosevert Day will be celebrated on January 30, but not because of the NRA 
or the New Deal. The President will be 52 years young—you may be invited to 
his birthday party, for some 5,000 towns are planning a special celebration. 
i Lily-Tulip Cup, which didn’t get far with its paper beer cups, will try 
its luck on repeal with a new paper bucket to cool champagne. ied B. FP; 
Goodrich also has something new for the motorists in its Electro-Pak battery 
which is both beautiful and. . . . This business of losing your mind when 
stocks go down brings up the question, “Have you ever seen a dream walking?” 

But this has nothing to do with the new flashlight screwdriver which 
has a battery in the handle and helps to find nuts in dark corners. 
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How to Gauge 
Turning Prices 


For Any Stock 


— is a subject that is discussed 
from a new angle in a recently 
issued booklet devoted solely to 
trading in speculative stocks. 


At this stage of the market it is 
decidedly to your advantage to 
learn of the new things that our 
long and careful researches in 
speculation have yielded. 


This booklet is sent to 
you without cost or obli- 
gation, together with our 
Current Bulletin A-3352. 


Ask for Your Copies Today. 


MASS. 


MARKET TERMS 


and trading methods clearly explained 
in a helpful booklet sent free on request 


Ask for booklet K-6 


Same care given to large or small orders 


(Hishoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Eaison Service is the source 
of Power and Light for thou- 
sands of Chicago homes and 
industries. 


Commonwealth Edison Company 
CHICAGO 


Big Rise 
in 1934? 


Send for FREE Bulletin FWD-30 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


ODD LOTS 


In listed securities carried on 
conservative margin 


Your Inquiries Invited 


Bungscombe & Co. 
Members New York Stock Exchange 
60 Broad St. New York 


STOCKS 


on conservative margin 


H.F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N.Y. Tel. WHitehall 4-6400 
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BuLts 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 


The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Allied Chemical 4 “B+” 

Hopes that Allied Chemical & Dye 
would loosen up its purse strings at 
the year end were dissipated when the 
directors of the company met last week 
and declared only the regular quar- 
terly payment of $1.50, payable 
February 1, 1934. For several weeks 
it has been predicted that either a 
cash extra or at least a 5 per cent 
stock dividend would be ordered. 
While the outlook for the big chemical 
company has been substantially im- 
proved by the strengthened price struc- 
ture of the industry, it is apparent 
that the directors decided upon the 
more conservative course of watching 
and waiting. 


The prices of most rail shares seem to 
be running behind their carloading 
figures. 


Aluminum Co. of America “C” 


That law suit charging monopoly 
which was brought against Aluminum 
Company of America last spring by 
the Baush Machine Tool Company of 
Springfield, Mass., finally reached trial 
a week ago with the verdict for the de- 
fendant. The Baush company charged 
that the big aluminum company 
through control of prices, monopoly of 
raw materials and suppression of in- 
dependent producers had caused it to 
sustain a loss of $3 millions. Punitive 
damages of $6 millions were also 
asked. The jury on the case in the 
Federal Court at New Haven, Conn., 
found no evidence of monopolistic 
tendencies causing the alleged damage. 


The meat packers have turned over a 
good many new leaves since the NRA 
went into effect and this may account 
for renewed interest in the group. 


Amer. Mach. & Foundry“ “C+” 


During the past few years while 
most lines of capital goods, including 
tobacco manufacturing machinery, have 
been quiet, American Machine & Foun- 
dry has been building up a line of 
baking equipment for the bread indus- 
try. Sales of this new division have 
been increasing steadily and there is 
no doubt that dollar volume of 1933 
exceeded that of 1932. The improve- 
ment in the sale of bakery machinery, 
plus the increase in royalties due to 
the sharp gain in cigar production in 
the second half of 1933, went far in 
offsetting losses in other divisions of 
the business and it is estimated that 
earnings for the full year of 1933 will 
exceed 90 cents a share, against $1.12 
a share in 1932, thus covering the 
present 80-cent annual dividend. 
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Europe is said to be working up an 
appetite for American stocks. It is 
hoped that they will not overeat as 
they have before. 


Briggs Manufacturing 4 

While 1932 proved to be somewhat 
better than 1931, Briggs Manufactur- 
ing enters the New Year with much 
improved prospects over a year ago. 
Labor difficulties and other problems 
of the recovery now appear to be 
behind the company and with Ford, 
one of its largest customers, embark- 
ing upon an aggressive program, there 
is a suggestion that the first half of 
1934 will be quite a contrast to the 
same period of 1933 when a loss of 
five cents a share was_ reported. 
Briggs also supplies a large portion of 
Chrysler’s body requirements and 
should be in a position to benefit if 
the new streamline and_ teardrop 
models are generally accepted by the 
public. The annual report for 1933 
is expected to show around 35 cents a 
share which would mean that a loss of 
ten cents a share was sustained in the 
final quarter. Earnings for the nine 
months ended September 30, 1933, 
equalled 45 cents a share, against a 
loss of 51 cents a share in the same 
period of 1932. 


The pick-up in silver mining operations 
should indirectly benefit a number of 
oil companies which serve the mining 
area. Among these are Continental 
Oil, Standard of Indiana, Shell Union 
and Texas. 


When You Inquire 


O INSURE prompt replies 

to inquiries addressed to the 
Confidential Advice Service, 
subscribers are required to en- 
close a self-addressed stamped 
envelope with each inquiry, 
which must be limited to a 
request for advice or informa- 
tion on a single security. 


For Quick Replies 


it is suggested that subscribers 
also attach a special delivery 
or airmail stamp. Prepaid tele- 
grams will be answered (col- 
lect) as soon as they are re- 
ceived. 


Caterpillar Tractor 4 “C4." 


The worm has turned so far as 
Caterpillar Tractor is concerned for 
in the month of November alone the 
company earned 10 cents a share and 
thus reduced to 2 cents its loss for the 
eleven months ended November 30, 
1933. Profits for November were more 
than double those of October, although 
sales for the period were practically 
unchanged. This indicates the extent 
to which operating economies have 
helped the company’s profit margin. 
Continuation of this improvement is 
being forecast for the New Year be- 
cause of the sharp expansion of road 
building programs and the attempts to 
prevent the states from diverting their 
own road funds to general unemploy- 
ment relief purposes. Then, too, the 
arrangement of suitable credit terms 
with the Soviet government is being 
counted upon to bring new business 
from Russia during the year. The re- 
cent payment of a 124-cent dividend is 
interpreted in some quarters as a sign 
that regular distributions may be 
ordered early in 1934. 


The new NRA code for the rubber in- 
dustry which goes into effect this week 
includes plenty of snappers 


Colorado & Southern 4 = 


All the palaver about the Adminis- 
tration’s silver purchase plan has set 
the speculators to work finding a new 
group of “beneficiaries.” The fact that 
the Colorado Rocky Mountains are 
honeycombed with abandoned silver 
mines has brought forward the sug- 
gestion that the Colorado & Southern 
would be one of the leading bene- 
ficiaries among the railroads in the 
event that enough miners get their 
picks and shovels and begin working 
the mines. The “C. & S.,” which is 
controlled by the Burlington, traverses 
the principal silver districts of Colo- 
rado and would move a major portion 
of the ore and metal out of the state 
“when, as and if.” Despite the de- 
pression, Colorado & Southern is in a 
relatively strong financial position, 
having never resorted to borrowing 
from the RFC, and as the leverage 
of the capitalization is strongly in 
favor of the common stock any earn- 
ings accruing from silver developments 
would be quickly reflected in the profits 
applicable to the shares. 


“Seigniorage,” the term for the Gov- 
ernment’s profit in minting bullion, is 
with us again. 


General Motors 4 ae 


The opening of New York’s annual 
automobile show with the first showing 
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of the entire line of General Motors 
cars always overshadows’. other de- 
velopments in the affairs of the com- 
‘pany. Scant attention is being paid, 
for instance, to the company’s progress 
in air-conditioning which is being han- 
dled through the Frigidaire subsidiary. 
Under cover of the recent news re- 
garding new models was -the report 
that the company had been. awarded 
the contract by the Pennsylvania Rail- 
road for air-conditioning equipment 
amounting to $500,000. The installa- 
tion will proceed as soon as the neces- 
sary mechanical arrangements are 
made with the railroad. Frigidaire 
also has its finger in other pies which 
are expected to develop into more air- 
conditioning contracts before the snow 
melts. 


The dairy industry is still hampered 
by excessive storage holdings which a 
national cheese week will do little to 


reduce. Production curbs are what 
is needed. 
Gold Dust 4 “C+” 


Once one of the popular issues in 
the Street, Gold Dust is not what it 
used to be marketwise for seldom does 
it fluctuate more than a half point at a 
time with volume measured in hundreds 
of shares rather than thousands. The 
company’s business is highly diversi- 
’ fied, including everything from flour 
and vegetable oils to shoe polish and 
soap, and unsatisfactory price trends 
in several divisions have prevented any 
important earnings expansion although 
profits have held up fairly well. It is 
expected that the annual report for 
1933 will show earnings about the 
same as in 1932 or around the $1.20 
annual dividend requirement. The out- 
look for the company has not been 
improved by continued low prices for 
soap and vegetable oils while costs 
under the NRA codes have been in- 
creasing. Nor have the higher costs 
as a result of the processing taxes 
helped the company’s milling division. 
Yielding over seven per cent at present 
levels, the shares would appear attrac- 
tive were it not for the threat of a 
possible dividend reduction which still 
hangs over the situation. 


The outlook for the publishing stocks 
is beclouded by threats in the new Food 
and Drug Bill, which is aimed at many 
classes of advertising now in vogue. 


Hershey Chocolate 4 


The declaration of the usual extra 
dividend of $1, payable February 15, 
in. addition to the quarterly payment 
of $1 on Hershey Chocolate $4 cumula- 
tive convertible preferred was made 
‘last week as is the custom. Not un- 
usual is this, for a $1 extra must be 
paid on the preferred in every year in 
which any dividends are distributed to 
the common stockholders. The de- 
claration of the regular quarterly 
dividend of 75 cents on the common 
stock at the same time also puts to 
rest rumors that another dividend re- 
duction might be in order. Hershey 
Chocolate paid $6 in 1932 and has 
since cut the annual rate to $5 (Feb., 
1933) and to $3 (May, 1933). 
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ARE YOU PREPARED FOR 


the Next Market Rise? 


See for yourself how you can better protect your capital and 
accelerate its growth . . . how you can know when to buy and 


sell . . . when to stay out of the market . . . how you can be 
prepared for the next important rise. 


HE reason that some traders make 

more money than others can be at- 
tributed to but one cause—more depend- 
able information resulting in definite 
knowledge that causes them to act with 
more certainty and less risk. 

If you have such definite information 
available you will know when to act in 
order to be ready for the next market rise. 
With such information you can be pre- 
pared not only to profit by any important 
upward move but you will be in a better 
position to protect your capital. 


The 3 Most Vital Things to Know 
When Investing 


y WHEN to buy and sell, and when to 
stay out of the market. The time of 
action is a vital element in determining 
the ultimate amount of the profits. you 
make. 


2 WHICH securities to buy. Statistically 
one security may be better than another, 
yet not be the stock which offers the 
protection and profits you seek. Don't 
buy blindly. Know which stocks to 
trade in. 


3 WHAT prices to buy and sell at. Never 
“reach” for a stock. Learn at what price 
you should trade. 


Through constant analysis of security 
values and market conditions and the tech- 
nical factors that control market trends 
and security prices, this organization can 
supply you with the above essential 
knowledge. 


Sound Guidance 


Over a long period of years the Wetsel 
method, predicting most of the major mar- 
ket swings and many minor movements, 


has proven itself to be an apt guide for 
investors seeking capital protection and. 
growth. 

If you are desirous of making money 
during the next rise and of gaining con- 
tinuous protection thereafter, isn’t it 
reasonable to presume that such guidance 
could give you advantages that otherwise 
might be overlooked? 


Investigate this Method 


Learn more about this method and what it 
has to offer you. Send for our booklet, 
“How to Protect Your Capital and Accel- 
erate Its Growth ... Through Trading.” 
In addition to explaining this method and 
showing how profits can be made in the 
market, it develops a new philosophy of in- 
vesting that may be of much value to you 
whether you follow this method or not. Be 
prepared for the next market movement; 
Send for the booklet today. 


A. W. Wetsel 
Advisory Service, Inc. 


PEND 

Chrysler Bldg. NewYork, N.Y. 
A ‘ 


Please send me, without obligation, 
your booklet, “How to Protect Your 
Capital and Accelerate Its Growth... 
Through Trading.” 


FW-25b 
NAME 
cc 


The bullish atmosphere around the 
motor group is based on the hope that 
the series of automobile shows and 
their new models will inspire buying. 


a” 


Step by step through the depression 
International Business Machines has 
taken advantage of its opportunities 
instead of following the general policy 
of contracting and modifying its ac- 
tivities. To the several new products 
which have been developed or acquired 
during the past three years can now be 
added a new time stamp, a cost recorder 
and a dating stamp, three new prod- 
ucts which have been acquired. through 


Int’l Business Machines 4 


purchase from the Instograph Company. 


of Oakland, Cal. Production of the 
new items will be started immediately 
at the main plant of I.B.M. at Endi- 
cott, N. Y., as soon as the necessary 
equipment is transferred from Cali- 
fornia. 


The President is scheduled to make 
only one address between now and the 
middle of February and that to the 
Boy Scouts on February 10, unless the 
bad boys in Congress start making 
trouble. 


Louisville & Nashville 4 C+” 


The stockholders of both Louisville 
& Nashville and Atlantic Coast Line 
(owner of 51 per cent of L. & N. 
stock) were disappointed that no ac- 
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What's Abead 


for Business, 

Industry and 

Securities in 
1934? 


HE January 10, 1934, issue 

of THE FINANCIAL WorLD 
will be the Sixth Annual Re- 
view and Forecast Number. 
This issue has always been of 
widespread interest to both the 
business man and the investor 
because of the numerous in- 
formative features which make 
it of lasting value as a refer- 
ence. 


In addition to the usual search- 
ing study of the business pic- 
ture by Louis Guenther, the 
issue will contain a cross-sec- 
tion statistical tabulation of 
more than a dozen leading 
American industries. 


Other Features: 
Stocks and Their Sponsors 


Mr. Roosevelt and His Policies 


The Ten Most Promising Stocks 
for 1934 


How Congress May Change the 
Business Picture 


Stock Group Movements 


Advertising forms for this issue 
close on January 3, 1934. 


Space will be allotted according 
to receipt. 


tion was taken in restoring the divi- 
dend on Louisville & Nashville common 
at the December meeting. It is under- 
stood that the directors were influenced 
largely by the dividend tax in delaying 
the declaration. Now that the tax has 
been repealed it is believed that action 
will be taken on a payment this month, 
There are 1.2 million shares of L. & N. 
outstanding of which A.C.L. owns 596,- 
700 shares. 


A broadening of the powers and func- 
tions of the RFC is under serious 
consideration, expansion probably to 
take the form of financing foreign 
trade. 


MacAndrews & Forbes 4 —_— 


The declaration of an extra dividend 


of 35 cents in addition to the regular. 


quarterly payment of 50 cents, both 
payable on January 15, 1934, is 
evidence of the improved status of 
MacAndrews & Forbes as pointed out 
in an analysis of this company in the 
November 22, 1933, issue of THE 
FINANCIAL WORLD. The company en- 
tered 1932 with a $1 annual dividend 
rate and has since increased the pay- 
ment, first to $1.60 and then to $2. It 
is expected that earnings for 1933, 
when available, will show close to $2.25 
a share for the year, against $1.83 a 
share in 19382 and $1.99 a share in 
1931. This marked improvement in 
the face of the depression is attributed 
not only to operating economies but to 
improvement in the company’s wall 
board and box board divisions, the 
latter of which has been stimulated by 
repeal. 


Delayed steel operations strengthen the 
prospects for an early recovery this 
year. 


R. H. Macy 4 _ 


Santa Claus visited Macy’s big New 
York department store with a well 
filled pack during the holiday buying 
season and as a result it is being pre- 
dicted that earnings for 1933 will be 
the best since 1930 when the equivalent 
of $4.36 a share was reported. Sales 
in the various departments of the 
store showed increases ranging from 
20 to as much as 200 per cent over 
last year. Of course, the company’s 
new liquor department accounted for a 
portion of the total increase as it is 
understood that sales following repeal 
averaged around $30,000 per day. 
From now until the close of January, 
the store will bend its efforts toward 
clearing up the leftovers of holiday 
stocks, which are the lowest in several 
years, and to taking the annual in- 
ventory for the fiscal year ended 
January 31, 1934. 


The New Year will usher in a series 
of dividend increases by the companies 
which were waiting for the repeal of 
the dividend excise tax. . . . but 
there may also be a few reductions to 
flavor the news. 


Newmont Mining 4 “c” 

As is its wont, Newmont Mining 
will share in underwriting the new 
issue of 400,000 shares. of Bradian 
Mines, Ltd., a new company which 
owns 26 claims in British Columbia, 
Canada, adjoining the properties of 
the Pioneer Gold Mines. Under the 


capital set-up of the new company two 
million shares of $1 par value each 
are authorized. 


If our own liquor stores do not listen 
to reason on the price of good whisky, 
Canada is ready and willing to show 
them the way with 5 million gallons of 
old rye and bourbon. 


Procter & Gamble 4 “C+” 


With sales running over 10 per cent 
ahead of a year ago and prices up 
about 20 per cent it appears as though 
most of the suds of ruthless competi- 
tion and price cutting have been wrung 
out of the soap industry. Procter & 
Gamble closed the first half of its cur- 
rent fiscal year (ending June 30, 1934) 
with sales and profits ahead of the like 
period of a year ago and it is believed 
that if the present rate is maintained 
in the next six months, a marked in- 
crease should be shown over the $1.57 
per share reported for the fiscal year 
ended June 30, 1933. The present low 
yield of less than 4 per cent on the 
shares has given rise to a rumor of an 
increased dividend but it appears 
doubtful if the directors will consider 
an upward readjustment of the $1.50 
annual rate until operations of the 
March quarter are known. 


Railroad dividend increases which are 
being mentioned include Pennsylvania, 
Reading and Norfolk & Western. 


Sears, Roebuck 4 “C+” 


Sounding again the keynote of the 
New Deal the mid-winter “flyer” cata- 
logues which Sears, Roebuck will send 
to its customers this week are warning 
“Buy now before prices go higher.” 
The “flyer” is effective until February 
28 after which price advances will 
amount in some instances to as 
much as 30 per cent. These higher 
prices will be included in the spring- 
summer general catalogue which is 
published in March. The suggestion 
is that first quarter sales will reflect 
increased buying in anticipation of the 
price advance but at any rate the com- 
parisons of the next few months will 
be distinctly favorable because of the 
low volume of a year ago with which 
they will be compared. 


With almost 90 per cent of industry 
soon to be operating under the NRA, 
the Blue Eagle should be able to prove 
whether it is worth its salt. 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE: To September 30, 1933 1932 
3rdQ. Qmos. 9 mos. 


Hercules Motors $0.11 nil nil 

12 Months to November 30 

Commonwealth & Southern......... p5.68 $0.16 

11 Months to November 30 

Hudson & Manhattan ............ nil 1,34 

5.57 0.51 

12 Months to September 1933 1932 

Natlona] Standard 2.68 1.91 

6 Months to November 30 

12 Months to October 28, 1933 1932 

04.67 p0.22 

10 Months to October 31 
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The Commodity Situation 
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ORMAL year-end sluggishness 

prevailed in the majority of the 

commodity markets, consumer 
buying being generally on a hand-to- 
mouth basis because of the approach 
of the inventory-taking season. The 
coming session of the Congress, with 
uncertainties surrounding the Admin- 
istration’s legislative program as it 
may affect the commodity price raising 
campaign, contributed also to the un- 
willingness of both consumers and dis- 
tributors to engage in more than hedg- 
ing operations. International develop- 
ments have been of minor importance 
and slight influence either on prices or 
business volume. The Administration’s 
silver-buying plan was received with 
enthusiasm in silver producing sections 
and moderately higher prices were 
established for the white metal. The 
move also produced a favorable re- 
sponse in those countries using silver 
as a currency base, but thus far the 
results have been sentimental more 
than anything else. Not only is the 
scheme yet to have a practical test, 
but there are a number of clever 
hurdle-builders in the personnel of the 
Congress, and they are not yet ready 
to disclose just what they are up to. 
This of course acts as a check upon 
any broad undertaking in all the com- 
modity markets, even while it is con- 
ceded that the Administration will 
probably get exactly what it wants 
regardless of how many feathers are 
extracted or how much fur flies. 


IX THE grain section wheat has acted 
disappointingly to those who inter- 
pret the fundamental position as bull- 
ish. Actually, the irregular down trend 
which appears to have been arrested 
but not yet reversed, can be attributed 
to the current lack of demand and the 
absence of any outside speculative in- 
terest. No substantial short interest 
having been built up around the higher 
levels of six weeks ago there was no 
artificial contribution to buying demand 
on the decline which exceeded 15 cents 
a bushel and anything spectacular in 
the way of a rebound or recovery was 
not to have been expected. 


AYING aside consideration of the 
possibility that the Roosevelt silver 
and gold buying policies are introduc- 
tory to at least a mild currency ex- 
pansion which should have some price- 
raising influence, there are many 
reasons for taking the position that 
wheat will improve within the next 
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* Inventory season checks 
commodity buying by con- 
sumers and distributors, and 
prices generally move irregu- 
larly but downtrend is checked 
by turn into new year... . 
Wheat sluggish but major in-. 
dicators point to early recovery 
which may extend into actual 
advance. . . . Cotton  virtu- 
ally pegged at 10-cent level. 


month or two. To a great extent 
the progress of this year’s winter crop 
parallels that of last year, and if we 
are to have another short crop it will 
cut substantially into the surplus which 
has been the bugaboo of recent years. 
Then, too, January is traditionally a 
month of wheat price advance, though 
usually such advances have been suc- 
ceeded by a sharp decline in late 
January or early February. Last year 
was an exception, what appeared to 
have been a normal January advance 
developing into an upswing that car- 
ried, with little interruption, into mid- 
July. Business sentiment ordinarily 
improves in January with the release 
of optimistic business forecasts and we 
may look, reasonably, for a flock of 
these this month. 


HE 1933-34 wheat crop in 46 coun- 

tries is estimated by the Bureau of 
Agricultural Economics at 3,516 mil- 
lion bushels, this comparing with 3,698 
million last year. The Bureau reports 
also that, except when measured in 
terms of United States currencies, the 
price of wheat remained fairly sta- 
tionary in the principal world wheat 
markets in December. Germany and 
France have been added to the list of 
countries which have adopted price fix- 
ing measures, and in Czechoslovakia 
the purchase of domestic wheat has 
been authorized in order to stabilize 
prices at an adequate level. 


TTON has moved within narrow 

limits. The virtual pegging of the 
staple at 10 cents through the opera- 
tion of the government’s acreage cur- 
tailment plan, supplemented by the re- 
valuing of last summer’s 6-cent option- 
loans, has held prices up in the face of 
hedge and trading liquidation and a 
sharp recession in mill demand trace- 
able to inventory preparations. Orders 
for finished cotton goods have been 
coming in slowly, but the heavy buying 
which preceded the holidays is counted 
upon to bring in a heavy volume of re- 
stocking orders in the first weeks of 
January. Curtailment of rayon and 
silk output has strengthened the price 
situation in these products and has re- 
lieved slightly the natural pressure of 
silk and rayon prices on the cotton 
price structure. With the conclusion 
of the Government’s crop curtailment 
campaign, and the establishment of 
natural business conditions this month, 
an improvement in cotton buying and 
in the price level is to be expected. 


STOCK MARKET. 
PROFITS 


Your financial success depends upon 
the answer to these questions: . 
How do you determine 


1. The general trend of the 
Stock Market accurately? 


2. The trend of different groups 
accurately? 


3. Market leaders which will 
show the greatest apprecia- 
tion? 


A 33-page brochure, entitled “Stock 
Market Profits’, which points the 
way to answer these questions, will 
be sent you upon request. 


H.M. GARTLEY 


48 WALL ST. NEW YORK 


Buy, Hold, Sell? 


Definite advice on 


Chrysler Mont. Ward 
Gen. Motors _ Phillips Pet. 
Goodyear Columbia G. & E. 


— UNITED OPINION Bulletin 
records the opinion of leading 
authorities on these active stocks, giv- 
ing definite advice on market action. 


2 Low-Priced Stocks 


—in fast growing chemical industry 
one selling below 15. The other, with 
net quick assets of $42 per share, can a 
be bought now below 30. 4 


Send for Bulletin FW-63 Free 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


Management 
= Problems 


| Whatever their nature they may be | 

solvable, Reorganization and re- 
financing of corporations of good ff 
| past earnings records and prospects |f 


Interview solicited by 
correspondence 


New York C 


101 FORECASTING RULES 


Make Your Own Stock Market Forecast 
CLEAR—CONCISE—COMPLETE 
Price $1.00 
Money Returned if dissatisfied 
WILLIAM DUNNIGAN, 111 Sutter St. 
San Francisco, California 


Our weekly bulletin, ‘“‘Market Ac- 
tion,’’ is for traders and long-term 
investors who want to know en to 
Buy and When to Sell leading, ac- 
tive stocks. Recommendations are 
definite and complete. Free sample 
copy on requestor 4 weeks for $1. 
WETSEL Market Bureau, Ine., 603A 
Empire State Bidg., New York City. 
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BOOKS that help 
COMMODITY 
TRADERS 


“PROFITABLE GRAIN 
TRADING” 
By Ralph M. Ainsworth—256 pages. ..$3.50 


The author. Director of Ainsworth's Finan- 
cial Service, a successful grain trader of 
twenty-six years’ experience, has just issued 
one of the few books ever published on 
the subject of grain trading. . Ains- 
worth discusses his method of determining 
the beginning of a major decline: his own 
trading rules and the more important rules 
guiding bir traders; a “Year Around Trad- 
ing Plan’’ checked with monthly highs and 
lows for 25 years; scale buying; short 
swing trading; why a futures market, etc. 
Price $3.50 postpaid. 


Other Books on Commodity Trading 
If you are interested in trading in grain, 
cotton or other commodities you will be 
interested in the books listed below: 
1. “Commodity Exchanges’’ by Julius 
H. Counsel, Ru ange, 


. “Cotton ‘and’ the Cotton Market’’, 


y W. rd.. 
lation and Chicago "Board 
of tade’’, by J. E. Boyle.......... $2.00 
e Pit” (a novel of the Wheat 
Pit) by Frank Norris. . aa 
. “The World’s Cotton “Crops’’, by 
sen $5.00 
or Money Order 
with All Book Orders to 


BOOK DEPARTMENT 
THE FINANCIAL WORLD 
53 Park Place, New York, N. Y. 


N 


WANTED 


RESPONSIBLE MEN WITH 
FINANCIAL TRAINING 


The Financial World is seeking an active 
subscription representative in every city of 
more than 5,000 population. Previous sell- 
ing experience is not essential if the appli- 
cant has a proper financial background. 


The Financial World can be profitably sold 
only on the basis of service to subscribers 
—that is why our most successful sales- 
men are those who possess a fair knowl- 
edge of investment and finance. 


Mention two business references and pre- 
vious experience when writing for com- 
plete particulars. No obligation. 

Address: “Sales Representative,’ Financial 
World, 53 Park Place, New York, N. Y. 
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4 General Asphalt — 


Three-Way Beneficiary 


oil industry which have _ been 

brought about as a result of the 
regulatory labors of the Federal Gov- 
ernment and the great impetus to new 
construction and road building pro- 
vided by PWA grants and loans have 
materially improved the _ earnings 
status of General Asphalt and provide 
some basis for optimism concerning fu- 
ture results. Under normal economic 
conditions about 40 per cent of the rev- 
enues of this company is contributed 
by sale of products manufactured from 
asphalt, about 30 per cent from asphalt 
for road building, roofing, floorings, 
paints, etc., and about 25 per cent from 
the sale of petroleum and petroleum 
products. The company thus has a 
direct stake in these three industries 
which are at present beneficiaries of 
Government patronage. 

Entire output of oil is sold at whole- 
sale in the producing countries in Ven- 
ezuela and Trinidad and in this country. 
However, the imposition of the 1932 
tariff on oil imports in this country 
considerably reduced sales in the 
United States and resulted in curtail- 
ment of production in certain fields 
operated directly by the company. Fur- 
ther improvement in domestic oil prices 
should enable the company profitably 
to expand import operations, although 
present tariff restrictions would appear 
to preclude sizeable profits from this 
business over the near-term future. 


Properties of General Asphalt, while 
widely scattered, are well integrated, 
and production and distributing costs 
have been kept down through location 
of processing plants close to major 
consuming markets. The company’s 
largest investments are in asphalt pro- 
ducing and refining properties. Through 
ownership of the famous Trinidad and 
Bermudez asphalt lakes in Trinidad and 
Venezuela and the gilsonite mines in 
Colorado and Utah the company con- 
trols the major portion of the world’s 
supply of natural asphalt. Extensive 
oil properties are also owned or leased 
in Trinidad and Venezuela, At Maurer, 
N. J., the company owns the largest 
plant in the world for refining asphalt 
and also owns and operates a large 
roofing plant and an oil refinery. An- 
other plant at Madison, Ill., manufac- 
tures asphalt shingles, asphalt paint 
and oil products. Raw materials are 
supplied these plants by the company’s 
own tank barges and tank cars. As- 
phalt paving plants, road building 
equipment, etc., are manufactured in 
another plant located at Buffalo, N. Y. 


[ot ina conditions within the 


A stock affording representationin - 
three industries which appear to be 
on the road to recovery 


The company’s oi! output is sold at 
wholesale, the asphalt materials are 
sold to cities, counties, states and in- 
dustrial concerns, while  roofings, 
paints, floorings, etc., are distributed 
through dealers. 

Competition in all three fields in 
which the company operates is keen, 
but satisfactory profits have been made 
in the past through employment of 
efficient production and _ distribution 
methods as well as through the posi- 
tion which the company occupies in 
respect to raw material sources. Al- 
though it controls the bulk of the 
world’s natural asphalt supply, this 
product is likewise turned out by many 
oil companies as a by-product from the 
refining of asphalt base petroleum. 


From 1921 to 1927 the company en- 
joyed a steady growth in revenues and 
earnings, concomitant with the ex- 
pansion in new construction and road 
building in this country. Annual sales 
volume during this period grew from 
$9.9 millions to $20 millions. Net dur- 
ing this period was variable, but gen- 
erally increased in each year, although 
peak profits came in 1926 when earn- 
ings on the common stock amounted to 
$5.58 per share. New construction 
activity in this country has progres- 
sively declined since early in 1927, 
with the trend accentuated by the 
economic depression of the past four 
years. In 1932, dollar volume of sales 
amounted to but $6.7 millions, the 
smallest for any 12 months’ period on 
record. However, conditions leading 
up to this period of lean sales per- 
mitted the company to gain complete 
control over operating expenses, and as 
a result a deficit of but $621,268 was 
shown for the year. The only previous 
year in which the records indicate an 
operating loss was 1921, when opera- 
tions resulted in a deficit of $740,942. 
In that year gross revenues amounted 
to $9.9 millions, or $3.2 millions in ex- 
cess of 1932 gross business. 

In July, 1933, the company began 
reporting a profit from current opera- 
tions, and it is indicated that profit- 
able operations were realized during 
the succeeding months. For the 12 
months ended September 30, 1933, net 
loss amounted to $1.27 per share, and 
a small loss is indicated for the calen- 
dar year, despite the favorable results 
of the final six months. The company 
does not report earnings for less than 
12-month periods, but it can be calcu- 
lated that for the six months ended 
June 30, 1938, net loss amounted to 
about $615,000; also that combined re- 
sult of the quarter ended September 
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30, 1983, and the final quarter of last 
year was a net profit of approximately 
$123,000. Inasmuch as the fourth 
quarter of 1932 produced conditions 
unfavorable to operating profits for the 
company both in the construction and 
oil industry, the assumption is that all 
of this six months’ net, equal to about 
$2 cents a share, was realized in the 
September, 1933, quarter. The com- 
pany has no preferred stock, and ac- 
cordingly no dividend arrears would 
stand in the way of resumption of pay- 
ments on the common some time later 
on. Aside from $147,000 of funded 
debt of a subsidiary, total capitaliza- 
tion consists of 387,149 shares of $10 
par common stock. 

Following simplification of capital 
structure in 1929, the new common was 
placed on a $4 annual dividend basis, 
the first distribution to common stock- 
holders. In sympathy with shrinking 
earnings, payments were scaled down 
and were finally suspended in the third 
quarter of 1932. This conservatism in 
distributions to stockholders has car- 
ried the redeeming feature of building 
up a strong financial position which 
has been maintained throughout the de- 
pression. At the end of 1932, total 
current assets amounted to $5 millions, 
including $2 millions in cash, compared 
with total current liabilities of $719,- 
984, leaving net working capital of $4.3 
millions, equal to $11.20 per share. In- 
dicated net loss of around $200,000 for 
1938 should result in only moderate 
changes in current position, inasmuch 
as depreciation, a purely bookkeeping 
charge, is running more than $400,000 
a year. 

The PWA has ear-marked upwards 
of $3.2 billions of funds to assist in 
new construction in this country over 
the coming months. Approximately 
$400 millions of this is for road-build- 
ing, and in many states appropriations 
of the Federal Government are being 
supplemented by local and state allot- 
ments of funds for this purpose. A 
very considerable sum has likewise 
been set aside for housing projects. 
Only a few of such projects have gotten 
under way as yet, but the spring 
months are likely to witness greatly 
increased activity in both fields. It 
thus appears reasonable to assume that 
such stimulus has had little to do with 
the improvement in operations of the 
company to date and that buying from 
this source is yet to influence opera- 
tions. On the basis of recent improve- 
ment and indicated gains in future 
months, the stock appears to have long 
term speculative possibilities. 
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“Ask Me Another” 


DOLLARS AND SENSE. By Irving Brant. 
175 pp. The John Day Company, New 
York, publishers. $1.75. 

HAT strange game of “ask me an- 
other” has reached into the realms 
of finance with the publication of 

Irving Brant’s new book on questions 

and answers in finance. The book 

however, is a serious study of the 

Many popular questions of the day, 

but the text is made up of a series of 

questions with the answers on such 
vital subjects as the gold standard, 
inflation, the NRA, money, hoarding, 
public works and the public debt. In 
this new form these interesting prob- 


lems are simplified and the book, there- . 


JANUARY 3, 1934 


fore, should be of interest not only to 
the general reader but as a helpful 
handbook to have in one’s financial 
library. To the student or teacher of 
finance and economics it will be a con- 
structive supplement to the more tedi- 
ous reading on current events. 


SECONDARY RAIL BONDS 


concluded from page 8 


reported net operating income of $10.9 
millions for the eleven months ended 
November as against only $867,898 in 
the corresponding period of 1932. The 
Baltimore & Ohio, the Erie and the 
Illinois Central have also shown very 
large gains; that of the Northern 
Pacific has been smaller although 
representing material improvement. 
The Boston & Maine and the Western 
Maryland have reported relatively 
little change from 1982, but these 
roads have shown fixed charges fully 
earned in every year of the depression. 


MIDLAND STEEL 


page 10 


continued from 


cents per share was shown, although 
output of cars in that year amounted 
to 2,472,859 units. Backlog of demand 
for new motor vehicles in this country 
has beén estimated at around 10,000,000 
cars. The improved showing of the 
auto industry in 1933 indicates that 
this business will be in the vanguard 
of the recovery procession and present 
estimates for 1934 of around 38,000,000 
cars do not appear overoptimistic. 
Such a volume for the coming year 
would require stepping up output on 
the average of about 50 per cent over 
1988 production schedules and should 
definitely assure satisfactory profits for 
Midland Steel Products, 

Capitalization consists of 94,925 
shares of 8 per cent first preferred, 
($100 par), 57,900 shares of $2 non- 
cumulative preferred (no par), and 
234,915 shares of no par common. As 
a résult of the sharp decline in earn- 
ings, dividends on the $2 preferred and 
common shares were suspended in the 
second quarter of 1932; on April 1, 
1933, annual disbursements on the 8 
per cent preferred were cut in half. 
This issue is cumulative, but arrears 
at the end of the year will amount 
to $1 per share as $2 per share were 
paid on accumulations last October 1. 
Present indications point to early pay- 
ment of arrears and resumption of 
regular disbursements on this issue. 
The $2 preferred is not cumulative so 
that arrears of but $1 per share on 
the senior issue, amounting to $94,925 
total, have to be taken care of before 
the junior issues are in line for divi- 
dends. 

Midland Steel Products has been 
liberal in the matter of dividend pay- 
ments to stockholders in the past but 
has followed the policy of maintaining 
a large working capital reserve. At 
the end of last year, total current as- 
sets amounted to $6.3 millions, of 
which amount $4.9 millions represented 
cash or equivalent. Total current liabil- 
ities were $239,246, leaving net working 
capital of $6 millions. Inasmuch as the 
year 1933 will yield a small profit after 
preferred dividend requirements, the 


WILL STOCKS CRASH 
TO LOW LEVELS SOON? 


EY2®yY ifivestor now wonders if he should 
hold his stocks for higher prices, of gt out 
Row ih anticipation of a sharp Gfop to substan- 
tially lower levels. 

Admittedly this is an important question. To 
know the correct atiswer is to forma- 
tion Worth thousands of dollars. Many investment 
Counsellors and so-called experts do not commit 
themsélvés on this question because they do no 


Know the Pare. They hem an e——~tell 
you to hold for the “long pull.” t id of 
advice does not satisfy telligent men and 


women, 


Simply send us your name and and 
We will give you our answer to this ayes in 
a straightforward maaper. We may 
this time, but otr ce has been surprisingly 
accurate during the past year. At least, it costs 
hothing to obtain of our ourfent Stock 


Market Bulleti 


INVESTORS RESEARCH BUREAU, INC. 
Div. 495, Chimes Bidg., Syracuse, N. Y. 


GRAIN TRADERS 


Ask for our bulletin of January 1, 1634, 
which sives ah i all grain 
trades m in 1933. Gains ver ae on 
all or the year 
were $1.74%. Losses on all 
ing a loss for the year were 16% cetits. 
M. Ainsworth, editor and publisher 
of Ainsworth’s Financial Service, makes 
every tr he advises his subscribers to 
‘Make. A photograph of every grain trade 
invoicé appears in the bulletin that follows 
the completion of the trade. cember 
wheat trades will shown in our bulletin 
of Jah. 1, ig bulletin, giving a fore- 
cast of the whéat price range for the next 
six months, Will be sent complimentary 
for the asking, 
“Profitable Grain Trading’, a new book of 
252 p , explains Mr. Ainsworth’s 
ods. Price ‘$5.50 postpaid. 


AINSWORTH'S FINANCIAL SERVICE 
Box 605 Mason City Illinois 


Which Stocks Are 
—a Buy Now? = 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 


BABSONCHART 
Div. 72-48, Babson Patk, Mass. 


Motor Stocks? 


Send for sample copy, free, of our 
‘Special Report on Motore’”’ 


AMERICAN SECURITIES SERVICE 
Suite 3120, Fifty Broadway, New York 


4 4 & 4 WHEN writing to 
advertisers, please tell them 


you saw their announcement in 
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Dividends Declared 


Pe- Pay- Hidrs. of 
Company riod able R 
Allied Chem. } Feb. 1 Jan. 
an. 
Ames. Water Wor Q Feb. 1 Jan. 5 
G. Coke Secur. Co. 5 
VE ‘an. 
an. 
‘Do $1.75 Q Jan. 15 Jan. 2 
Crows Wi ill Pap7% pf........... $1 .. Jan. 1 Dee. 27 
Duquesne Lignt 5% tet ere $1.25 Q Jan. 15 Dec. 30 
Edi. Elec. luminating, Boston. $2.50 g Feb. 1 Jan. 10 
Fidelity-Pnenix Fire Ins........ . 60c Jan. 10 Dec. 30 
Fostoria Press Steel............. 15e Q Dec. 30 Dec. 26 
Garlock Packing............... 10c Jan. 2 Dec. 23 
Gas Securities 6% pf............ ce M Jan. 2 Dee. 15 
Greenfield Gas Let.............. $1 Dec. 26 Dee. 15 
Gulf Pw. Co. $6 pf............ $1.50 Jan. 2 Dec. 20 
averhill Gas LCo............. 57¢ Jan. 2 Dec. 27 
Hershey Chocolate............. 75¢ Feb. 15 Jan. 25 
$1 Feb. 15 Jan. 25 
Home T. & T.7% pf.......... $1.75 Jan. 2 Dec. 21 
an. 
$1.05 Jan. 15 Dec. 30 
Interlake Steamship. ........... 25¢ 8 Dec. 30 Dec. 22 
Towa P.& L.7% pf........... $1.75 Jan. 2 Dec. 20 
1.50 Q Jan. 2 Dec. 20 
Towa Pub. Serv. $7 Ist pf. ..... $1.75 8 Jan. 2 Dec. 20 
Do $6.50 ist pf........... 214 Jan. 2 Dee. 20 
$1.50 Jan. 2 Dec. 20 
Kentucky Util6% pf......... $1.50 Q Jan. 15 Dec. 26 
Lafayette Fire Ins............... $8 Jan. 1 Dee. 21 
Lenox WaterCo.............. 82-50 S Jan. 2 Dec. 15 
Louisville Gas & Elec. (Ky.) 7% 
MaeAndrews & Forbes......... Q Jan. 15 Dee, 31 
$1.50 Q Jan. 15 Dec. 20 
8 Jan. 15 Dee. 30 
$1.50 Jan. 15 Dec. 30 
New Jersey Zinc............... Q Feb. 10 Jan. 20 
Jan. 1 Dec, 23 
Boa 50c Jan. 1 Dec. 23 
25¢ Dec. 30 Dee. 26 
$2 Q Jan. 2 Dec. 26 
75 Qj Jan. 42 Dec, 26 
Penna. Gas & Elec. Co. 7% pf.. - 4 Q Jan. 2 Dec. 20 
Power of Canada Ist pf... = 
Seagrave Corp. $7 pf..........81.75 Q Jan. i Dee. 20 
Steel Co. of Feb. Jan. 8 
34e ‘an. 
Thatcher Mie. $3.60 Q Feb. 15 Jan. 31 
Lt. & Power pf. Jan. 2 Dec. 15 
Union Public i . (Minn.) 
1.75 Jan. 1 Dec. 20 
ee Jan. 1 Dec. 20 
United G. & E. Co. (N. 
‘an. 
U.S. Playing Card.............. Q Jan. 1 Dec. 21 
United & Lt. Corp. 7% 
an an. 
West Penn Pr. 75 Feb. 1 Jan. 5 
Q Feb. 1 Jan. 5 
Extra 
ndrews oe an. 
U.S. Smelting R.& M......... $3.50 Jan. 15 Jan. ; 
Increased 
Philadelphia Co.............. Q Jan. 25 Dee. 30 
Reduced 
50 Jan. 3 Dec. 26 
‘Arundel Corp. Q Jan. 2 Dec. 26 
Resumed 
Amer. Dredging................. $1 Jan. 2 Dec. 22 
Special 
50c .. Dec. 28 Dec. 22 
.. Dec. 28 Dec. 22 
75e .. Dec. 22 Dec. 16 
Stock 


*Three shares of new stock for each share of old stock held. 
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year-end balance sheet should show no 
weakening of financial position from 
that of a year ago. Adequate working 
capital is a factor in dividend pros- 
pects and payments to common stock- 
holders may be expected at an earlier 
date than could be anticipated if finan- 
cial resources were below that normally 
required by the business. 

While the outlook for Midland Steel 
Products is necessarily interwoven with 
that of the automotive industry, pros- 
pects of improvement in this field are 
better at the present time than at any 
period in the recent past. Accomplish- 
ments of 1933 clearly indicate the re- 
covery characteristics of this volatile 
industry and, in view of the fact that 
the backlog of business has scarcely 
been touched, progressively better re- 
sults appear in prospect. Increasing 
volume of automotive production and 
attendant increase in demand for origi- 
nal parts would signify better business 
for Midland Steel Products. On the 
basis of past record of earnings and 
the company’s firmly entrenched posi- 
tion in the automotive parts industry, 
the stock would appear to possess pos- 
sibilities as a long term speculative 
commitment. 


STOCKS AND SILVER 


concluded from page 7 


ance of 20 per cent of this indicated 
per share earnings figure would prob- 
ably be quite sufficient to reflect the 
facts that part of the production is 
from Canadian ores and that a portion 
comes from custom smelting and re- 
fining operations. This deduction 
gives an indicated increase in per 
share earnings over the 1932 results 
of $7.62 per share. 

The company also produces signi- 
ficant amounts of gold and lead in 
relation to its capitalization, and a 
similar statistical analysis of its out- 
put of these two metals gives an in- 
dicated increase in earnings of $1.42 
per share from gold and 41 cents per 
share from lead. These indicated in- 
creases in per share earning power 
added together give a total indicated 
gain of $9.45 per share. 

In 1932 Bunker Hill approximately 
broke even on its operations, but after 
allowance for depletion and writing off 
of certain investments (the two charges 
together equaling $3.31 per share) re- 
ported a final deficit equal to $3.38 per 
share of common stock. Subtracting 
this deficit from the indicated increase 
of $9.45 per share yields an indicated 
net earning power as of the first of this 
year, figured conservatively after all 
charges of $6 per share on the common 
stock. 

It should be added that the company 
has been long and favorably known in 
the mining industry, having had an 
excellent record as to earnings and 
dividend payments, and is adequately 
protected with respect to ore reserves. 
Although the stock on the New York 
Curb Exchange has advanced substan- 
tially this year from its low price, re- 
cent quotations around $50 a share ap- 
pear very reasonable in relation to the 
earnings prospects revealed by the 
above analysis. 


COMMENT 


wholl of what you 
say and will defend to the death 
your right to say it.—VOLTAIRE. 


Hon. Elmer Thomas, Senator from 
Oklahoma: (Commenting upon the 
President’s silver policy.) Unless the 
President goes further he made a mis- 
take in going that far. 

Alfred P. Sloan, Jr., President, General 
Motors Corporation: Irrespective of 
how we may react individually to the 
various economic proposals of the year, 
dramatic as they have been and full of 
possibilities in their influence on our 
future, to my mind one fact rises above 
the mass of conjecture, theories and 
experiments that we have before us. 
That fact is the world at large has ma- 
terially improved its position, and has 
been improving it for over a year. 

Dr. Nicholas Murray Butler, President 
of Columbia University: This habit of 
allowing the so-called practical man to 
guide public policy has brought more 
countries than one into their present 
troubles and has wrecked so much of 
the world’s business. 


Lenor F. Loree, President, Delaware & 
Hudson Company: If the capitalist is 
destroyed the industrial civilization, 
which has done more for humanity 
than any other organization that we 
have tried, will also perish. 


Francis R. Hart, President, United 
Fruit Company: The jargon of the in- 
experienced “economist” must not lead 
us into the belief that any money based 
on other than convenient, divisible, 
portable property is either sound or 
honest. 

Carl P. Dennett, Director, John Han- 
cock Mutual Life Insurance Company: 
No secure foundation can be laid for 
recovery until this pall of uncertainty 
is lifted through a definite stabilization 
of the American dollar. 


Samuel Insull: I don’t believe the 
Greek Government will throw me into 
America’s arms. 


Lewis H. Haney, Professor of Eco- 
nomics, New York University: Last 
March we jumped the track which 
leads to normal recovery. 


H. 1. Phillips, Columnist: There 
should be no mystery over the break 
in Atlas Tack stock. The public sold 
as soon as it learned that, despite the 
big opportunity under repeal, the tacks 
were not to be sold as cloves. 

Editorial, The New York Sun: The 
sad thing about the misgivings of 
people in the Tennessee Valley is that 
there need have been none if those 
people had been unwilling to become 
the wards of paternalism. 

James P. Warburg, Vice-Chairman of 
the Bank of Manhattan Company: If 
the inflationists win their threatened 
fight in this Congress, it will not be 
the rich that suffer most. The reckon- 
ing will be paid by the very masses of 
honest workers who may be misled into 
thinking that they are helping them- 
selves by supporting debasement of the 
currency. 

David E. Lilienthal, Director, TVA: 
A vacuum cleaner, electric iron and 
electric stove in every possible home in 
the valley is our immediate goal. 
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Inflation Cameos 


VL. The Collapse of the German Mark 


HE world’s record for currency in- 
| flation belongs to Germany which 
in less than a decade depreciated 
its currency from a parity of 24 cents 
to the infinitesimal figure of twenty- 
three trillionths of a cent. The funda- 
mental cause for this development was 
the world war, financed by Germany 
almost exclusively by internal loans 
and to the extent of only six per cent 
by taxation. The effect of this method 
of financing was inflation on a heavy 
scale but at that time recognized as 
such by only a few of that country’s 
economic leaders. Germany’s expendi- 
tures during the war increased five- 
fold, the national debt six-fold and 
money in circulation from less than 
three billion marks to over 29 billion 
marks after the armistice. On the 
other hand, wholesale prices only 
doubled while wages showed a down- 
ward trend, which appears to prove the 
contention that the effect of any cur- 
rency inflation upon the general price 
structure is slow in putting in its 
appearance. 

Political and economic conditions in 
Germany following the war were such 
as to require continuance of govern- 
ment financing through inflationary 
measures. Under Germany’s old mone- 
tary laws the Reichsbank was under 
obligation to discount treasury bills in 
unlimited amounts, and during the post 
war period until March, 1921, when 
reparations were fixed by the Allies, 
treasury bills discounted by the Reichs- 


bank increased five times whereas 
money in circulation increased four 
times. Wholesale prices during that 


period rose continually and in 1921 
were about sixteen times as high as 
in 1918. Real wages, for most classes 
of labor, however, were lower in 1921 
than immediately before the war. 

The economic pressure from the 
Allies, who imposed upon Germany re- 
parations to the preposterous amount 


of 132 billion gold marks, and the 
efforts to collect this amount which 
resulted in the occupation of the Ruhr 
early in 1923 by Belgian and French 
troops, started the German mark 
tobogganing with steadily increasing 
speed. 

Currency expansion and correspond- 
ing devalorization in terms of gold 
during 1923 were extraordinary, as 
shown in the accompanying tabulation. 
Deposits with the Reichsbank increased 
from 36.5 billion marks at the end of 
1921 to 548 quintrillion marks at the 
end of 1923. Revenues from taxes 
were far from sufficient and because 
of the time lag covered only a frac- 
tion of the government’s expenditures. 
The rate of devalorization was greatly 
accelerated by the general flight into 
material values. None wanted to hold 
cash and everyone tried to convert it 
into goods as soon as possible irrespec- 
tive of actual needs. It was a mad 
struggle for values and soon there was 
nothing more to be bought as mer- 
chants refused to part with their goods 
because of the impossibility of restock- 
ing at the selling price. To cope with 
the dangers of a new revolution the 
government in September, 1928, de- 
clared a state of siege. In 1923 the 
printing office of the Reich as well as 
133 private printing establishments 
with a total of 1,783 presses were en- 
gaged in the production of notes. 
Over 380 paper factories were working 
exclusively and on full shifts to fur- 
nish the necessary paper to print the 
notes. 

During the last phase of the infla- 
tion wages rose almost as rapidly as 
the devalorization of the mark ad- 
vanced, and toward the end of 1923 
wholesale prices had also caught up 
with the astronomical figures of the 
note issue. While stock prices rose 
rapidly, they lagged somewhat behind 
the rate of currency devalorization if 


THE FLOOD OF GERMAN CURRENCY CIRCULATION IN 1993 
Equivalent 
of Note Number of Gold 
Marks Circulationin Marks Bquetng Mark 

Note Circulation (a) U.S. Dollars} One U.S. Dollar; Holdings(a) 
Jan, 6, 1923.. 1,336,500,000,000 $153,697,500 8,695 1,005,000,000 
27253/963,000,000 61,983,980 36,363 1, 005, 000, $00 
3,871,256,000,000 187,756,910 20,619 1,005, 000,000 
f,624,110,000,000 267,145,225 21,052 005, 000; 000 
6,723,070,000,000 183,203,657 36,764 "913, 909, 000 
%,309,532,000,000 121,023,916 76,923 756,914,000 
20,241,750,000,000 91,087,875 222,222 707,000,000 
™ 62,326,659,000,000 19,944,530 3,125,000 696,351,000 
Aug. 15, “ 16,402,515,000,00 41,904,905 2,777,778 516,122,00 
Aug. 23, “ ° 273,906,373,000,000 62,998,465 4,347,826 512 "1227000 
Aug. 663,200,000,000,000 69,636,000 9,523,809 510.4 486,000 
Sept. 1,182,039,000,000,000 35,461,170 33,333,333 490:000,00 
Sept. 3,183,681 0,000,0 30,244,969 105,263,157 490,000,000 
Sept. 8,627,730,000,000,000 50,040,834 172,413,793 470,000,000 
ee 28,228,815,000,000,000 138,321,193 204,081,630 444,000,000 
46,933,600,000, 000; 000 51,626,960 909,090,909 442,000,0 
2,496,822,908,936,000,000 14,980,937 166,666,666,667 467,000,00 
Nov, 7, .. 19,153,087,468,804,000,000 7,661,234 2,500,000,000,000 467,000,000 
Nov. 15, “ge 92,844,720,742,927,000,000 23,211,180 4,000,000,000,000 467,000,000 
Nov, 23, “ee 223,927,315,083,796,000,000 44,785,463 5,000,000,000,000 467,000,000 
Nov. 30, “ .. 400,267,640,291,750,000,000 60,040,146 6,666,666,666,667 467,000,000 


(a) Official reports of the Imperial Bank of Germany. 


at the dates named. 


vAt current rates of exchange 


!ANUARY 3, 1934 


Hail 
of the New Year! 


Bid good-bye to depres- 
sions for all time... 
forget the last year’s 
battles ... start the new 
year with a renewed 
spirit of accomplishment 

do your best and 
look the successful man 
you are. 


Graduate to the “cus- 
tom-tailored” class ... 
eliminate those machine 
made, artificial, good- 
enough clothes you used 
to wear. 


Visit our establishment 
. select the imported 
fabrics that please your 
idea of what a hand- 
some business suit 
should be... discover 
the high standard of 
value that Shotland and 
Shotland will custom 
tailor for you at a price 
unbelievably low. 


BRyant 9-7495 


Shutland & Shutland 
AVENUE ot arch Street) NEW YORK City | 


DIVIDENDS 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Preferred Stock 

The regular quarterly dividend of One 
Dollar and Fifty Cents ($1.50) per share on 
the Preferred Stock of this Pogpeny =e will be 
aid on Monday, January 15, 19 to share- 
folders of record at the close ot business 

on Saturday, December 30, 1933. 
W. G. Kleinschmidt, Treasurer. 

San Francisco, December 7, 3. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Common Stock. 

A dividend of One Dollar and Fifty Cents 
($1.50) per share on the Common Stock of 
this Company will be paid on Saturday, Decem- 
ber 30, 1933, to shareholders of record at 
ee close of business on Wednesday, December 


W. G. KLEINSCHMIDT, Treasurer. 
San Francisco, December 7. 1933. 


TO CORPORATE EXECUTIVES: 


Your dividend notice in 
THE FINANCIAL WorRLD 


calls the favorable atten- 
tion of bona fide inves- 
tors to your securities. 


one considers the complete elimination 
of corporate debts. Compared with the 
average of 1913, stock prices at the 
end of 1923 had advanced only half as 
much as had wages. 

When finally the old mark was re- 
placed by the Reichsmark, almost 100 
per cent of all original values of prop- 
erty such as bank deposits, bonds, life 
insurance policies and mortgages were 
written off, and the nation as a whole 
was greatly impoverished. 


AA 


This is the sixth of a series of seven 
articles on famous inflations. The next 
and concluding article will deal with 
the credit inflation in this country from 
1921 to 1929 which culminated in the 
stock market break in the fall of the 
latter year, 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y.- 


Please print each request on a separate 
sheet together with name and address. 


AN INVESTMENT PROGRAM KEYED TO THE NRA—And 
kept in constant adjustment to the changing prospect—is the 
ideal of every investor. It is discussed interestingly in a 
on cng distributed free by an investment advisory organ- 
zation 


RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia, in fact, most anywhere you choose, direct. Superb 
on domestic broadcasts too. Costs no more than many less 
efficient models of ordinary receivers. Particulars will be 
sent upon request. 


SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with infor- 
mation about the Course of Training being adopted by scores 
of the leading investment houses for their salesmen. 


8 INCHES OFF WAISTLINE—Forms an interesting subject to 

men suffering from excess avoirdupois. How to find satis- 

ry relief is told by a reputable firm in the Middle West. 
Raforantion will be sent free. 


APPLYING THE DOW THEORY—tThis investors’ service has 
constantly applied the “Dow Theory” in its market forecasts. 
Bulletins will be forwarded without cost or obligation in- 
fous the current market outlook and past record of 

ulletins. 


MAKING MONEY IN STOCKS—A straightforward, comprehen- 
sive treatise on sound meth to pursue in the purchase and 
sale of listed securities. 

STOCK MARKET PROFITS—Is the title of a 33-page brochure 
one mead a successful approach to technical stock market 
rading. 


STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR 
informative booklet every small investor 
Ww rea 


MARKET INDEX—tThis bulletin together with an analysis of 
an outstanding Common Stock, listed on the New York Stock 
Exchange representing one of the country’s leading industries, 
and disclosing some very unusual facts not generally appre- 
ciated by the rank and file of investors, will be mailed free 
upon request. 


CHARTS AND ANALYSES—Which show 13 years of earnings 
trend and all other fundamentals at a glance. New copy- 
righted tables clarify the most complicated of corporate finan- 
cial structures. Covers from 10 to 250 stocks. Descriptive 
folder and specimen chart upon request. 


DOW THEORY COMMENT—Provides a sound appraisal of the 
market’s trend—no tips. Subscribed to by many of the coun- 
3 most experienced traders. A recent letter will be sent 
gratis. 


STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the Bulletins 
issued by a middle western service. These bulletins should be 
of great interest to every grain trader, and the current issue 
will be sent upon request and without any obligation. 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 


HOW TO PROTECT YOUR CAPITAL AND ACCELERATE ITS 
GROWTH—Intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell, 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of meet the needs of men and women 
in all walks of 1 


10 RULES OF A + STOCK MARKET TRADER— 
A useful folder giving 10 rules used by a Market Trader who 
fos found them very profitable in actual use. 


SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 


A 96-PAGE BOOK—Published by a Boston financial. advisory 
organization, gives you today’s different prospects for 40 differ- 
ent industries, as well as the cause for their present status. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


—— 1933. 1932 

Dec. 23 Dec. 16 Dec. 24 
2,289,900 2,352.950 2,025,700 
1,056,616 1,644,018 1,554,473 


4 WEEKLY TRADE INDICATORS 


*Crude Oil Production (bbls.)....... 
Electric Power Output (000 K.W.H.) 


jSteel Output (% of capacity)....... 34 % 314% 14% 

tAutomobile Production (U.S. A.)..: 18,008 16,762 27,400 
{Commodity Price Index......... ee 70.7 71.2 55 
1933———-—_ 1932 

Dec. 16 Dec. 9 Dec. 17 

Bank Clearings New York Cit $3,087 $2,884 $3,093 

Bank Clearings Outside of N. o. 1,72 1,628 1,731 

554. 832 537,503 515,769 


Bituminous Coa! Production. . 1,221,000 1, 107,000 1,306,000 


Financial World Index of Indus- 


trial 51.5 49.2 44.6 
*Daily Average. tCram’s Report. §000,000 Omitted. 
{Journal of Commerce. 
4 FEDERAL RESERVE REPORTS MEMBER BANKS 
193: 1932 
(000,000 omitted) Dec. 20 Dec. 13 Dec. 21 
Deposits—New York City..... +262 $6,258 $6,735 
Deposits—Outside New _ on City.. 9,059 9,609 9,292 
Loans on Securities—N. Y.C....... 1,666 1,663 1,620 
Loans on Sec.—Outside N. Y.C. 1,934 
*Investment—New Yorx City....... 1,100 1,055 1,067 
*Investments—Outside N. Y.C...... 1,847 1,845 1,897 
Total loans and discounts....... ‘ae 459 8,471 8,943 
Total commercial loans........ er 4,859 4,875 5,138 
Total net demand deposits... .. 10,680 10,775 11,034 
Total time deposits....... 4,354 4,356 4,608 
Total brokers’ loans... .. * 753 7 395 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 60.4% 60.3 /o 58.9 & 
N. Y. Federal Reserve Bank ratio... 56.5% 57.0% 56.6% 
Total Money in Circulation...... - 5,849 $5,7 $5,730 


*Other than U.S. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 

Dec Dec. 27 Dec. 26 Dec. 27 

36 $5.15 $3.33 4% | Copper (ib.). $0. 08% $0.05 
n. Dollar. 100.18 88.38 Corton (lb.).. “1015 10595 
18% 3.90 % | Gold (oz.)...34.06 ....... 

5.26 5.11 44 | Tron (ton). 13.34 
13.90 Belgium* 21.95 13.85 % | Rubber (tb.): 0884 .0317 
23.82 Germany 37.75 23.82 Silver (0z.)... .43% .24% 
49.85 Japan...... 31.06 21.06 Sugar (ib.)...  .043 
11.96 Brazilt..... 8.75 7.45 §Wheat (bu.). .8144 42% 

*Beliga. tNominal. §December. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 
Dec 


week Change 
Eastern District 1933 1932 % . 
Baltimore & 87,741 37,337 +1 
Chesapeake & Ohio.... 2 ,60. 4,234 -7 
Delaware & Hudson. 12,027 10,655 +13 
ware, Lackawanna & Western. . 12, 11,961 + 8 
New York, New Haven & Hartford.. 20,409 20,147 +1 
New York Central 5,755 74,467 +2 
New York, Chicago & St. Louis 10,499 9,843 +7 
7,0 75,618 + 2 
Pere Marquette 7,792 7,931 -— 2 
Pr 23,893 23,696 + 8 
Western Maryland 683 6,497 +18 
Southern District 
Atlantic Coast Line........ ee0eees 11,747 11,532 +2 
Louisville & 17.620 18,330 
Seaboard Air Line........ oseeesves 9,949 9,595 + 4 
Southern Ry. 27,715 -2 
Northwest District 
Chicago & Great Western 4,093 - 1 
Chi., Milw., St. Paul & Pacific 20,576 20,506 ree 
Chicago & Northwestern 24,747 23,541 + 5 
Great Northern............ ; 10,053 8,351 +20 
Central West District 
Atchison, Topeka & Santa Fe....... 21,945 22,364 -—2 
Chicago, Burlington & Quincy....... 19,533 18,149 + 8 
Chicago, Roc Island & Pacific... . . . 16,271 15,832 -4 
Chicago & Eastern Iltinois......... . 4,172 4,279 - 3 
Denver & Rio Grande Western...... 5,292 4,666 +13 
Southern 24,519 22,525 +9 
Union Pacific........ 21,444 6,855 +27 
Southwestern District 
Kansas City Southern......... 2,577 2,765 -7 
Missouri-Kansas-Texas 7,01 6,809 + 3 
Missouri Pacific........ 8,569 19,147 -— 3 
St. Louis-San Francisco. 10,675 10,601 + 1 
St. Louis-Southwestern.. . . 3,09 3,365 - 8 
6,753 7,623 -11 


(Compiled from American Railway Association figures) 
THE FINANCIAL WORLD 
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TIPS 


versus 


Investment Facts 


HE principal function of THE FINANCIAL 
Wor pb is to keep its subscribers well in- 
formed—not only on economic, business and 
investment trends, but also on the essential 
facts regarding America’s most promising in- 
dustrial corporations, railroads and _ utilities. 


Te FINANCIAL WORLD never gives “tips.” By this we mean that ve never attempt to give 
advice or assistance to the short term speculator. It is usually characteristic of the tipster to advise 
buying one day, to advise selling the next and to be in a quandary the third day as to just what course 
to pursue. We appeal to investors—not gamblers on the daily price changes. 


The best proof that our policy of analyzing fundamental values for shrewd long pull investors is the correct 
one, is to examine the record. In looking over our files for the past 18 months we find in practically every 
issue analyses of outstanding companies whose promising outlook over a period of one or two years caused 
our editors to give complete presentations of the important facts and statistics concerning them. 


Check up for yourself the prices prevailing when these stock analyses were made 8 to 18 months ago and 
what they are at the present time, and you will agree as to the advantages of long term buying when con- 
ducted upon an intelligent and not on a haphazard basis. 


We believe in giving at opportune times the salient facts that determine security values so that the intel- 
ligent investor can make timely purchases which are reasonably certain to produce a satisfactory profit in 
the course of a year or two. 
_ Make up your mind that you will profit by timely market studies that will appear in practically every issue 
of THE FinaNnciAL Worvp during 1934. If you want to invest more wisely on the basis of facts, NOT 
hunches, use the coupon below. 


‘*PROFITABLE INVESTMENT SIMPLIFIED” 
Free With An Annual Subscription For The Financial World 


Each of the 50 stocks analyzed in this book has two pages devoted to a summary of the outstanding facts 
and statistics concerning it. One of the two pages discusses the company and its affairs so that the investor 
may have a graphic idea of its history, financial strength, line of business, relative position in its industry, 
future prospects, etc. The second page of each stock analyzed is devoted to a statistical study in which 
many interesting figures besides the balance sheet are shown. 


By reading this book now, by reading THe FINANCIAL Wor.p each week and by referring frequently to our 


invaluable monthly stock data and rating book you can increase your success as an investor. 
J-3 
For The FINANCIAL WORLD, 
Greater 53 Park Place, New York, N. Y. 
I nvestment I enclose $10 for a year’s subscription for THe FINANCIAL Wor-p (America’s 31-Year-Old Invest- 
ment Weekly) together with all the other regular features of your Threefold Investment Service. 
Success In addition, I wish to have you send me by return mail a free copy of your 116-page book— 
in 19 34 “Profitable Investment Simplified”—( Vital Facts About 50 Leading Stocks.) 
Mail the 
(Please Give This Ad To An Investor Friend) 


THE SCHWBINLER PRESS, N. Y. 
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Get Ready for Increased Security Profits in 1934 
READ FINANCIAL BOOKS 


To Help You in the Correct Interpretation 
and Profitable Use of Current Financial Facts 


“SUCCESSFUL SPECULATION IN 
COMMON STOCKS” 


By William Law (420 pages)....... - $3.50 


The technique of stock speculation is here analyzed and 
explained. Also the essential risks and how those risks 
may be reduced to a minimum. Among the interesting 
subjects discussed are: “Stop Orders,”’ ‘Chart and Tape 
Reading,” ‘‘Margin Trading,”’ ‘‘Technical Condition of 
the Stock Market,” ‘‘Influences Affecting Stock Prices,” 


“THE PRINCIPLES OF BOND INVESTMENT” 
(Revised and Enlarged Edition) 
By Laurence Chamberlain (699 pages)............ $7.50 
Known for more than 20 years as ‘“‘The Bible of Wall 
Street.” It is unquestionably the most exhaustive and 
penetrating study of the bond market published. In 
Part I—*‘‘Channels of Investment,”’ the various types of 
bonds are classified and described. Other important 
chapters include: ‘“‘Elements of An Ideal Investment,” 
“Stocks versus Bonds,”’ ‘Bonds versus Mortgages,” 


. “Listed versus Unlisted Bonds.” Part treats civil 
A_ Sound Policy of Speculation,” etc. Price $3.50 Loans embracing U. S., Foreign, State, County, City, 
postpaid. Town and Tax District bonds. Part Ill covers ‘‘Cor- 

poration Loans” from Railroad bonds to Reclamation 
“ANALYSIS OF FINANCIAL STATEMENTS” issues. Part IV discusses the ‘‘Mathematic and Move- 

ment of Bond Prices,” while Parts V and VI explain 
By Harry G. Guthmann, C.P.A. (456 pages)...... $5.00 “Investment Organization” and ‘Taxation of Bonds.” 


This book would be cheap at ten times its price if it 
brings you a clearer understanding of financial state- 
ments, of the real significance and importance of every 
item in a company’s income report. This knowledge can 
be worth millions of dollars annually to American in- 
vestors. How can an intelligent appraisal of a company’s 
activities, financial position, earnings prospects and prob- 
able appreciation in value be made without this knowl- 
edge? Price $5.00 postpaid. 


“STABLE MONEY” 


The Remedy for The World Economic Crisis 
(Published in London, 1932) 
By Rober Eisler (313 $6.00 


In his introduction the author, Dr. Eisler, says “Our root 
trouble is the apparently ineradicable belief in the in- 
herent stability of a currency based on gold.” After 
reciting the incredible paradox of “plenty and poverty 
in the age of power production’”’ and the tragedy of 
errors that led up to this impossible situation, he follows 
with “‘a concrete scheme of monetary reform which 
would achieve international stability of the exchanges 
as well as reasonable stability of the national and inter- 
national price level and give to the technical age what 
it needs if the individualist order of society is to survive.” 
Price $6.00 postpaid. 


Price $7.50 postpaid. 


“A BUBBLE THAT BROKE THE WORLD” 
By Garet Garrett (178 pages). $1.00 
Everyone who ever bought foreign bonds, or ever expects 
to buy any, should read this clear cut and interesting 
story of the exploitation and wrecking of American credit, 
Mr. Garrett also points out the colossal private inter- 
national debt with which we are faced and the burden 
of taxation we would shoulder if this too were to 
wiped out. Price $1.00, postpaid. : 


“THE COMING COLLAPSE IN GOLD” 
(Published in London, Nov. 15, 1933) 

By L. L. B. Angas (91 pages—8x124 in.).......... $2.25 
Author of “The Coming Rise in Gold Shares,” Jan., 1931 
We have received another shipment of this widely dis- 
cussed book on the coming collapse in gold. It is stir- 
ring up widespread interest, because the author, Mr. 
Angas, called the turn on the gold rise in 1931 and 
called the turn on the rubber collapse in 1926. Will he 
call the turn on gold collapse? Questions discussed: 
Will American inflation drag down the pound? What 
if France abandons gold? Will gold be abandoned alto- 
gether? If interested, order immediately. Only enough 

copies to fill instant demand. Price $2.25 postpaid, 


TWO DICTIONARIES OF WALL STREET 


Probably every term or expression that you ever heard or are likely to see or hear in connec- 
tion with stock and commodity market activities will be found briefly defined and explained 
in one of the two indispensable financial reference books listed below: 


“ENCYCLOPEDIA OF BANKING AND FINANCE” 


(Published at $10.00 a copy) 

By Glenn B. Munn (765 ce 
An alphabetical reference manual defining and explaining 3275 
terms relating to investments: securities; speculation; business 
organization; insurance; commodities: markets; brokerage ; 
foreign exchange; trusts, finance; banking practice, history, 
law, accounting and organization: money and credit. A finan- 
cial library in one volume. Other useful features includ |: 
valuable statistical tables of cotton, wheat and corn production 
and prices, tables of bank failures, foreign trade balances, 
tables of brokers’ loans, stock exchange sales, annual gold pro- 
duction and holdings, etc. Price $3.00 postpaid, 


We Supply Any Book 


“CROWELL’S DICTIONARY OF BUSINESS AND 
FINANCE” 
Revised Edition (608 $3050 


Thousands of questions answered here for the business man and 
the investor: What is a Put or a Call on a stock? Federal 
Reserve Ratio? Rights? A Wash Sale? Scalping? Undigested 
Securities? Selling Short? Short Market? Stop Loss Order? 
Rigged Market? Kiting? Voting Trust? Funded Debt? Index 
Number? Hedging? Yield (Bond) to Maturity and How Fig- 
ured? Fiat Money? Holding Company? Joint Stock Company? 
$o05 Emptor? Price $3.50 postpaid. (With thumb index 


Send Your Check or 


You Want--Tell Us 
Your Needs 


Money Order with All 
Book Orders 


THE FINANCIAL WORLD BOOK DEPARTMENT, 53 Park Place, New York 
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